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S u m m a r y  o f  F i n d i n g s   

Employer-sponsored health insurance reaches nearly two out of every three Americans,

including active workers, retirees, and their dependents. To provide current information

about the nature of employer-provided health benefits, the Kaiser Family Foundation and

Health Research and Educational Trust conduct an annual national survey of employers of

all sizes. This brief summarizes findings from the 2002 Kaiser/HRET Survey.
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H E A LT H  I N S U R A N C E  P R E M I U M S

Between spring of 2001 and spring of

2002, monthly premiums for employer-

sponsored health insurance rose 12.7%,

the second consecutive year of double-

digit premium increases, and the largest

increase since 1990. Average annual pre-

mium costs rose to $3,060 for single cov-

erage (up from $2,650 in 2001) and

$7,954 for family coverage (up from

$7,053 in 2001). Premiums increased

substantially faster than overall inflation

(1.6%) and wage gains for non-super-

visory workers (3.4%). Average rates of

increase were similar across firm sizes,

industries, and regions of the country, but

there was significant variability around

the average: 21% of employees worked for

firms where premiums increased by 5%

or less, while 33% of employees worked

for firms where premiums increased by

more than 15% (Exhibits A and B). 

Of all plan types, health maintenance

organizations (HMOs) remain the least

costly and conventional fee-for-service

plans remain the most expensive. 
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002

* Estimate is statistically different from All Plans by coverage type.



This high rate of growth appears to have

been driven primarily by rapid inflation in

spending for health care services. Premium

equivalents for self-insured plans (the esti-

mated cost of health care claims for an

employee whose employer self-insures) –

which are a reflection of growth in under-

lying health care costs – grew by 12.3% over

the last year, or roughly the same rate as 

premiums for insured plans. This suggests

that insurers’ decisions about premiums are

being influenced more by cost trends than by

catch-up pricing associated with the under-

writing cycle.

E M P L O Y E E  C O N T R I B U T I O N S  A N D

C O S T - S H A R I N G

Workers are paying more for single coverage

than they did in 2001. On average, employees

are now paying $38 per month ($454 per

year) for single coverage, a 27% increase

from last year, and $174 per month ($2,084

per year) for family coverage, a 16% increase 

(Exhibit C). Despite these large increases,

the percentage of premiums paid by workers

is statistically unchanged over the last two

years, at 16% for single coverage and 27% for

family coverage. However, single employees

are still paying a substantially lower share

than the 21% of the premium they were pay-

ing in 1996. 

During the past year, employers have also

increased patient cost-sharing requirements

in the form of higher deductibles and copay-

ments. For PPO plans (the most common

type of plan covering about half of all work-

ers), the average deductible for preferred

providers increased 37% to $276. The per-

centage of workers in HMOs facing a $20

copayment for outpatient physician services

rose from 2% last year to 11%. Tiered insur-

ance plans, where cost-sharing varies for in-

network providers based on their cost and, in

some cases, their quality, are used for 5-9%

of covered workers, depending on plan type.

Copayments for prescription drugs continue

to creep up, averaging $9 for generics, $17

for preferred drugs (brand name drugs with

no generic substitutes), and $26 for non-

preferred drugs (brand name drugs with

generic substitutes). Copayments for non-

preferred drugs increased substantially,

from $21 last year to $26 in 2002. The use of

three-tier cost-sharing arrangements has

nearly doubled over the past two years,

growing from 29% of covered workers in

2000 to 57% in 2002. Additionally, 28% of

covered workers have two-tier cost sharing.

The rise in employee costs is likely to con-

tinue. Fifty-six percent of large firms (200

or more workers) increased the amount

that employees paid for health insurance in

2002, and 78% say that a further increase is

very or somewhat likely next year. About

one-third of all firms and 42% of large firms

say that they are very or somewhat likely to

increase deductibles next year. While the

2
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Increases in Health Insurance Premiums Compared to Other Indicators, 1988-2002
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* Estimate is statistically different from the previous year shown: 1996-1999, 1999-2000, 2000-2001, 2001-2002.

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four. 
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less competitive labor market may make it

easier for employers to pass along the cost

of health insurance to employees, doing so

may have an adverse impact on a firm’s

ability to attract and retain workers. Among

the firms that did not increase the amount

that employees pay, 15% reported it was

much easier to attract and retain workers in

the last year, compared to 4% of firms who

increased employee costs.

C O V E R A G E  

With a weakened economy and escalating

premium inflation, the brief period of in-

creasing employer coverage – and concomi-

tant drop in the number of uninsured

Americans – has come to a close. In 2002,

61% of all small businesses (3-199 employ-

ees) offered health coverage to their work-

ers, down from 67% in 2000 (p<0.1). This

may be evidence of erosion in the number

of small firms offering coverage – we will

need to watch for this trend next year. 

Coverage continues to vary substantially by

firm size: 55% of the smallest companies 

(3-9 workers) offer health insurance, but

that rises to 74% for firms with 10 to 24 work-

ers and 88% for businesses with 25 to 49

employees. Nearly all firms with 50 or more

workers offer coverage. Firms with many

part-time workers are less likely to offer

health insurance – only 38% of firms with a

high percentage (35% or more) of part-time

workers offer health coverage to their

employees, compared with 64% of firms

with fewer part-time workers. Firms that

employ union workers are very likely to

offer coverage (92%) (Exhibit D). 

However, even when a firm offers health

insurance, not all workers get covered. In

firms that offer coverage, 79% of workers

are eligible for coverage, and 84% of those

eligible elect to take it. In firms offering

coverage, 67% of workers have job-based

health insurance through their employers.

Rapidly increasing premiums have gener-

ated speculation that employers may move

to new types of health insurance arrange-

ments in order to help control future costs.

One such option is a defined contribution

approach – where, in the extreme, employees

are given cash to buy health insurance on

their own rather then selecting among

plans with which the employer contracts.

As in previous years, however, most firms

say they are not likely to move to this

defined contribution approach, with only

6% of firms reporting that it is very likely

and 17% reporting that it is somewhat likely

that they will move to such an arrangement

in the next five years. 

The debate over expanding Medicare to

cover prescription drug benefits continues

in 2002, calling attention to employer cover-

age of retirees (which accounts for most of

the drug coverage now provided to Medi-

care-age beneficiaries). Of firms offering

retiree health benefits, 31% (and 60% of

firms with 5,000 or more workers) in-

creased the share of premiums paid by

enrollees. This year, 9% of large firms 

(200 or more workers) report that they

have eliminated retiree benefits for new

employees or for current employees who

have not yet retired; 11% of large firms say

that they are very or somewhat likely to do

so over the next two years.

H E A LT H  P L A N  E N R O L L M E N T

A N D  C H O I C E

PPOs continue to be the most common plan

in 2002, enrolling just over half of all

employees with health coverage. HMO

enrollment, which had been falling over the

past several years, appears to have stabilized.

HMOs cover about 26% of employees with

health insurance this year. Conventional 

(or indemnity) insurance has all but dis-

appeared, enrolling just 5% of employees.
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Most workers with health coverage

through their employers continue to have

a choice of health plans, with just under

half having a choice of three or more

plans. PPO coverage continues in 2002 to

be the most common health plan option.

Small firms (3-199 workers) are much less

likely to offer workers a choice of health

plans than larger companies – 93% of all

small firms that provide coverage offer just

one health plan, compared to 40% of larger

businesses.

H E A LT H  B E N E F I T S

In general, larger firms offer somewhat

more generous benefits than smaller firms,

and HMO and POS plans tend to offer the

most comprehensive benefits packages. 

While most workers experienced no change

in benefits in 2002, for the first time in sev-

eral years, the percentage of covered workers

in firms that report a decrease in the level of

benefits offered to workers is greater than

the percentage reporting increases, with

10% reporting benefit increases and 17%

reporting benefit reductions. The percentage

of workers in firms reporting decreased levels

of benefits has been rising in the last several

years, from 7% of all firms in 2000 to 17% of

all firms in 2002. 

O U T L O O K  F O R  T H E  F U T U R E

This year’s survey shows that multiple years

of accelerating premium growth and a

weakened economy may have begun to

erode the coverage improvements of the

past few years. The survey raises a caution-

ary note, with fewer small employers

appearing to be offering health benefits

(61%). A majority of employers (53% of all

firms and 65% of large firms with 200 or

more employees) report that health insur-

ance is the benefit that causes the greatest

cost concern, and employers (61%) remain

very or somewhat worried that the cost of

health insurance will increase faster than

they can afford. These results have held

steady over the last few years. Despite con-

cerns over increasing costs, however, less

than 1% of firms report that they are very

likely to stop offering health benefits in the

near future. 

What seems clear is that employees are

likely to pay more for health benefits and

health care in the future. This year, 43% of

all firms and 78% of large firms (200 or

more workers) report that they are very or

somewhat likely to increase the amount

that employees pay in 2003. Thirty-two per-

cent of all firms and 42% of large firms

report that they are very or somewhat likely

to increase deductibles, while 34% of all

firms say they are very of somewhat likely to

raise employee costs for prescription drugs.

A slightly higher percentage of all firms

report they are very or somewhat likely to

increase employee’s costs or restrict eligibil-

ity for coverage if the economic downturn

continues or premiums increase next year

by 20% or more.
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SURVEY DESIGN AND METHODS

T h e  K a i s e r  F a m i l y  F o u n d a t i o n  a n d  H e a l t h  R e s e a r c h  a n d  E d u c a t i o n a l  T r u s t

( K a i s e r / H R E T )  c o n d u c t  t h i s  s u r v e y  o f  e m p l o y e r - s p o n s o r e d  h e a l t h  b e n e f i t s ,

w h i c h  w a s  s u p p o r t e d  f o r  m a n y  y e a r s  b y  t h e  i n t e r n a t i o n a l  c o n s u l t i n g  a n d

a c c o u n t i n g  f i r m  K P M G .  I n  1 9 9 8 ,  K P M G d i v e s t e d  i t s e l f  o f  i t s  C o m p e n s a t i o n  a n d

B e n e f i t s  P r a c t i c e ,  a n d  p a r t  o f  t h a t  d i v e s t i t u r e  i n c l u d e d  d o n a t i n g  t h e  a n n u a l

s u r v e y  o f  h e a l t h  b e n e f i t s  t o  H R E T .  H R E T i s  a  n o n - p r o f i t  r e s e a r c h  o r g a n i z a t i o n .

T h e  K a i s e r  F a m i l y  F o u n d a t i o n ,  o n e  o f  t h e  n a t i o n ’ s  l a r g e s t  c h a r i t a b l e  f o u n d a -

t i o n s  d e v o t e d  t o  h e a l t h  c a r e ,  i s  c o n t i n u i n g  t h e  s u r v e y  i n  p a r t n e r s h i p  w i t h  H R E T .

T h e  F o u n d a t i o n  p r o v i d e s  i n d e p e n d e n t  r e s e a r c h  a n d  a n a l y s i s  o n  h e a l t h  p o l i c y

i s s u e s ,  a n d  i s  n o t  a f f i l i a t e d  i n  a n y  w a y  w i t h  t h e  K a i s e r  P e r m a n e n t e  h e a l t h  p l a n .  

Each company participating in
the Kaiser/HRET survey is asked
as many as 400 questions about
its largest conventional or in-
demnity, health maintenance
organization (HMO), preferred
provider organization (PPO) and
point-of-service (POS) health
plans. This year’s survey included
questions on the cost of health
insurance, offer rates, coverage,
eligibility, health plan choice,
enrollment patterns, premiums,
employee cost-sharing, covered
benefits, prescription drug ben-
efits, retiree health benefits,
defined contributions, and views
on health policy issues.

Kaiser/HRET retained National
Research LLC (NR), a Washington,
D.C.-based survey research firm,
to conduct telephone interviews
with human resource and benefits
managers. NR conducted inter-
views from January to May 2002.

Kaiser/HRET drew its sample
from a Dun & Bradstreet list of
the nation’s private and public
employers with three or more
workers. To increase precision,
Kaiser/HRET stratified the sam-
ple by industry and the number
of workers in the firm. Kaiser/
HRET attempted to repeat inter-
views with many of the 2,327
firms with at least 10 employees
interviewed in either 2001 or
2000 and replaced non-respond-
ing firms with another firm of
the same industry and firm size.
As a result, 873 firms in this
year’s total sample of 2,014 firms
participated in both the 2000
and 2001 surveys.1 The overall
response rate was 50%.

From previous years’ experi-
ence, we have learned that firms
that decline to participate in the
study are more likely not to offer
health coverage. Therefore, we
asked one question of all firms

where the individual most
responsible for the company’s
heath benefits declined to par-
ticipate in the full survey. The
question was, “Does your com-
pany offer or contribute to a
health insurance program as a
benefit to your employees?” A
total of 3,262 firms responded to
this question (including 2,014
who responded to the full survey
and 1,248 who responded to this
one question). Their responses
are included in our estimates of
the percentage of firms offering
health coverage. The response
rate for this question was 89%.

Throughout the report, exhibits
categorize data by industry, size
of firm, and region. Firm 
size definitions are as follows: 
3-9 workers, small; 10-24 workers,
small; 25-49 workers, small; 50-
199 workers, small; 200-999
workers, midsize; 1,000-4,999
workers, large; and 5,000 or more

n o t e :

1 In total, 352 firms participated in 2001 and 2002, 219 firms participated in 2000 and 2002, and 873 firms participated 
in 2000, 2001, and 2002.
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workers, jumbo. Occasionally,
firm size categories will be aggre-
gated: 3-199 workers, all small; 
or 200 or more workers, all large.
Exhibit M.1 shows detailed char-
acteristics of the sample.

Because Kaiser/HRET selects
firms randomly, it is possible
through the use of statistical
weights to extrapolate the results
to national (as well as regional,
industry, and firm size) averages.
These weights allow Kaiser/HRET
to present findings based on the
number of workers covered by
health plans, the number of total
workers, and the number of
firms. The calculation of the
weights followed a common
approach: (i) determination of
the basic weight, (ii) application
of a non-response adjustment,
and (iii) application of a post-
stratification adjustment.

Exhibit M.2 displays the distri-
bution of the nation’s firms, 
workers, and covered workers
(employees receiving coverage
from their employer). Among
over 6 million firms nationally,
approximately 76% are firms
employing 3-9 workers. In con-
trast, jumbo firms, defined as
firms with 5,000 or more workers,
employ and cover about 38% of
employees. Therefore, the small-
est employers will dominate
national statistics about what
firms in general are doing. In
contrast, jumbo employers are
the most important employer
group in calculating national
statistics regarding the typical
employee or covered worker,

since they employ the largest per-
centage of the nation’s workforce.

The Kaiser/HRET survey is
designed to produce nationally
representative estimates for firms,
workers, and covered workers in
companies with three or more
employees. The survey sample is
based on the Dun and Bradstreet
database of US employers, which
includes 6,376,113 firms. The
Bureau of Labor Statistics esti-
mates there are 135 million work-
ers in all firms in the US as of June
20022, and the Kaiser/HRET sur-
vey finds that 62% of their work-
ers in firms offering and not
offering health insurance have
health coverage through their
employer.

Some exhibits in Health Benefits
2002 do not sum up to 100% due
to rounding effects. Throughout
the report, while overall totals as
well as totals for size and industry
are statistically valid, some break-
downs may not be available due
to limited sample sizes. In these
instances, exhibits include the no-
tation NSD (Not Sufficient Data).

To control for item non-response
bias, Kaiser/HRET traditionally
identified a select set of key vari-
ables as needing complete infor-
mation from all surveyed firms.
These variables include percent-
age changes in premium costs 
for family coverage, premium
amounts, and worker contribution
amounts. The list of imputed vari-
ables was greatly expanded in
2002 to also include self-insurance
status, level of benefits, prescrip-

tion drug cost-sharing, copay and
coinsurance amounts for prescrip-
tion drugs, and firm workforce
characteristics such as average
income, age and part-time status.
On average, 2% of these observa-
tions are imputed for any given
variable. The imputed values are
determined based on the distribu-
tion of the reported values within
stratum defined by firm size and
region.

The data are analyzed with
SUDAAN, which computes appro-
priate standard error estimates
by controlling for the complex
design of the survey. All statis-
tical tests are performed at the
0.05 level unless noted other-
wise. Two types of significance
tests performed are the t-Test and
the Chi-square test.

To further analyze changes in
employer-sponsored health plans
during the past few years, this
report uses data from the 1993,
1996, and 1998 KPMG Surveys 
of Employer-Sponsored Health
Benefits and the 1999, 2000, 
and 2001 Kaiser/HRET Surveys of
Employer-Sponsored Health
Benefits. For a longer-term per-
spective, we also use the 1988,
1989, and 1990 employer surveys
conducted by the Health Insur-
ance Association of America
(HIAA), on which the KPMG and
Kaiser/HRET surveys are based.3

Many of the questions in the
HIAA, the KPMG, and Kaiser/
HRET surveys are identical. The
survey designs among the three
surveys are also similar.

n o t e :
2 Based on non-seasonally adjusted data for total employment. 
3 HIAA also conducted the survey in 1991, though these data are not available. KPMG conducted the survey in 

1992, 1994, and 1997; however, only large firms are sampled in these years, for which reason the data are not comparable 
to recent estimates. In 1993, 1995, 1996, and 1998, KPMG interviewed both large and small firms. The Kaiser Family 
Foundation and the Health Research and Educational Trust have conducted the Employer Health Benefits Survey – for 
both small and large firms – annually since 1999. 
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Exhibit M.1

Selected Characteristics of Firms in the Survey Sample, 2002

Sample Sample Percentage of
Size Distribution Total for

After Weighting Weighted Sample

INDUSTRY

Mining/Construction/Wholesale 208 1,321,846 20.7%

Manufacturing 268 365,740 5.7

Transportation/Utilities/Communication 106 239,878 3.8

Retail 200 1,183,551 18.6

Finance 140 443,629 7.0

Service 579 2,286,761 35.9

State/Local Government 343 50,799 0.8

Health Care 170 483,910 7.6

ALL INDUSTRIE S 2,014 6,376,113 100%

FIRM SIZE

Small (3-9 Workers) 219 4,857,937 76.2%

Small (10-24 Workers) 246 893,976 14.0

Small (25-49 Workers) 158 233,999 3.7

Small (50-199 Workers) 267 304,753 4.8

Midsize (200-999 Workers) 413 67,481 1.1

Large (1,000-4,999 Workers) 367 14,324 0.2

Jumbo (5,000+ Workers) 344 3,643 0.1

ALL FIRM SIZE S 2,014 6,376,113 100%

REGION

Northeast 445 1,404,850 22.0%

Midwest 537 1,416,507 22.2

South 668 2,206,115 34.6

West 364 1,348,641 21.2

ALL REGIONS 2,014 6,376,113 100%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Exhibit M.2

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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1 COST OF HEALTH INSURANCE

I n  2 0 0 2 ,  p r e m i u m s  f o r  j o b - b a s e d  h e a l t h  i n s u r a n c e  i n c r e a s e d  b y  1 2 . 7 % ,  a  h i g h e r

r a t e  o f  g r o w t h  t h a n  a n y  y e a r  s i n c e  1 9 9 0 . 4 T h i s  i s  t h e  s i x t h  c o n s e c u t i v e  y e a r  t h a t

t h e  r a t e  o f  i n c r e a s e  h a s  g r o w n  f a s t e r  t h a n  t h e  p r e v i o u s  y e a r .  P r e m i u m  i n c r e a s e s

i n  2 0 0 2  e x c e e d e d  t h e  o v e r a l l  r a t e  o f  i n f l a t i o n  b y  e l e v e n  p e r c e n t a g e  p o i n t s

( E x h i b i t  1 . 2 ) .

I n c r e a s i n g  m e d i c a l  c l a i m s  e x p e n s e s  a p p e a r  t o  b e  t h e  p r i m a r y  d r i v e r  o f  t h e  h i g h  r a t e

o f  p r e m i u m  g r o w t h  f o r  j o b - b a s e d  c o v e r a g e .  P r e m i u m s  f o r  i n s u r e d  p l a n s  r o s e  a t

r o u g h ly  t h e  s a m e  r a t e  a s  p r e m i u m  e q u i v a l e n t s  f o r  s e l f - f u n d e d  p l a n s ,  a n  i n d i c a t i o n

t h a t  m e d i c a l  i n f l a t i o n  r a t h e r  t h a n  c a t c h - u p  p r i c i n g  a s s o c i a t e d  w i t h  t h e  u n d e r w r i t i n g

c y c l e  d r o v e  p r e m i u m  i n c r e a s e s  i n  2 0 0 2 .  Th e  c o s t  o f  c o v e r a g e  f o r  a  fa m i ly  o f  f o u r  i s

n o w  n e a r ly  $ 8 , 0 0 0  p e r  y e a r .  H M O c o v e r a g e  r e m a i n s  t h e  l o w e s t  c o s t  h e a lt h  p l a n  o p t i o n .

P R E M I U M  I N C R E A S E S

• The cost of job-based health
insurance rose by 12.7% from
spring 2001 to spring 2002, up
from 11% in 2001, 8.3% in
2000, and 4.8% in 1999, and 
the largest increase since 1990
(Exhibit 1.1). 

• All types of health plans
experienced double-digit in-
creases in costs. HMO premi-
ums rose by 13.3%, indemnity
premiums increased by 12.7%,
PPO premiums grew by 12.7%,
and POS premiums rose by
11.9% (EXHIBIT 1.1). 

• All small firms (3-199 workers)
had increases of 13.2%, slight-
ly exceeding those of large
firms (200 or more workers)
which rose by 12.5%. Firms
with 10-24 workers experienced
the largest increases on aver-
age, at 14.9% (EXHIBIT 1.3).

• There was a wide range of
growth in the cost of health
insurance among the nation’s
firms. Twenty-one percent of
employees work for a firm
where premiums rose by 5%
or less, while 16% of covered
employees work for a firm
where premiums rose by 15%
to 20%. Seventeen percent 
of covered employees work
for a firm where premiums
increased by more than 20%
(EXHIBIT 1.4).

• Premiums rose by 13.2% for
fully insured plans, whereas
premium equivalents in-
creased by 12.3% among self-
insured plans (EXHIBIT 1.6).
Increases in premium equiva-
lents are a proxy measure of
the growth in underlying
medical claims. This is the
smallest difference between
fully and self-insured plans
since 1997, an indication
that “catch-up” pricing asso-
ciated with the underwriting
cycle is slowing (EXHIBIT 1.7).
This suggests that the current
round of inflation is driven
by increases in underlying
medical claims expenses.

• Premium increases were sim-
ilar across the nation, rang-
ing from 12.5% in the South
and Northeast to 13.2% in
the Midwest (EXHIBIT 1.9). n o t e :

4 Data on premium increases reflect the cost of health insurance premiums 
for a family of four.
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O F  S I N G L E  A N D  F A M I LY

C O V E R A G E

•In 2002, average monthly pre-
miums for single and family
coverage (including worker
and employer share of premi-
um) are $255 and $663 respec-
tively (Exhibit 1.11). The cost
of family coverage is now nearly
$8,000 per year.

• Average monthly premiums 
for PPO plans, which cover
most Americans, are $260 for
single coverage and $670 for
family coverage (EXHIBIT 1.13).
HMOs remain the lowest cost
plan at $230 per month for
single coverage and $628 
for family coverage. Conven-
tional plans are the most
expensive at $298 for single
and $707 for family coverage. 

• The proportion of covered
workers in firms that pay
more than $250 per month
for single coverage jumped
from 21% in 2001 to 44% this
year. In 2002, the proportion
of covered workers in firms
that pay $650 or more for
family coverage rose to 
51% up from 22% in 2001
(EXHIBIT 1.12)

• The nation’s smallest firms
pay higher premiums for 
single coverage than any
other firm size group – about
$30 more per month on 
average than other firms
(EXHIBIT 1.13).

• As in previous years, the cost
of coverage tends to be lowest
in the West and highest in
the Northeast (EXHIBIT 1.14).
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1
Percentage Change in Health Insurance Premiums From Previous Year, by Plan Type, 1988-2002

exhibit 1.1

-5%

0%

5%

10%

15%

20%

25%

POSPPOHMOCONVENTIONAL ALL PLANS

12.0

0.8

12.4

1.9

7.7

-0.2

8.1*

11.3*

20.3

7.2

1.0

5.2

^

1.1

9.1

11.0*

8.5
7.7*

11.7*

8.6*
8.4

10.1

12.7
13.3*

12.7
11.9*

12.7*

8.3*

9.7* 9.4

1988

1993

1996

2000

2001

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988. 

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four.
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1
Increases in Health Insurance Premiums Compared to Other Indicators, 1988-2002

exhibit 1.2
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4%
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8%

10%

12%

14%

16%

18%

19991996 1997 19981993 1994 19951988 1989 1990 1991 1992 20012000 2002

4.8*

0.8

8.5

12.0

18.0

14.0

8.3*

11.0*

12.7*

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; KPMG Survey of 
Employer-Sponsored Health Benefits: 1993, 1996; The Health Insurance Association of America (HIAA): 1988, 
1989, 1990; Bureau of Labor Statistics, Consumer Price Index, US City Average of Annual Inflation (April to April), 
and Medical Inflation, 1988-2002; Bureau of Labor Statistics, Seasonally Adjusted Data from the Current 
Employment Statistics Survey, 1988-2002,

HEALTH 

INSURANCE

PREMIUMS

WORKERS 

EARNINGS

OVERALL 

INFLATION

MEDICAL 

INFLATION

4.8*

3.5

2.3

3.5

1999

0.8

3.3

2.9

3.5

1996

8.5

2.5

3.2

5.9

1993

12.0

3.1

3.9

6.5

1988

18.0

4.1

5.1

7.7

1989

14.0

3.7

4.7

9.0

1990

8.3*

3.7

3.1

4.1

2000

11.0*

4.3

3.3

4.7

2001

12.7*

2002

3.4

1.6

4.6

* Estimate is statistically different from the previous year shown: 1996-1999, 1999-2000, 2000-2001, 2001-2002.

Note: Data on premium increases reflect the cost of health insurance premiums for a family of four. 
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Percentage Change in Premiums^, by Firm Size, 2002*

exhibit 1.3

0% 2% 4% 6% 8% 10% 18%16%14%12%

ALL SMALL FIRMS
(3–199 Workers)

SMALL FIRMS 
(3–9 Workers)

SMALL FIRMS 
(10–24 Workers)

SMALL FIRMS 
(25–49 Workers)

SMALL FIRMS 
(50–199 Workers)

ALL LARGE FIRMS
(200 or More Workers)

MIDSIZE FIRMS
(200–999 Workers)

LARGE FIRMS
(1,000–4,999 Workers)

JUMBO FIRMS
(5,000+ Workers)

ALL FIRMS

13.2%

14.5%

14.9%

11.9%

11.8%

12.2%

13.0%

12.7%

12.5%

14.2%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different estimates from All Firms.

^ Applies to employer and employee share of premiums.
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1
Distribution of Premium Increases, by Firm Size, 2002

Exhibit 1.4

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002. 

* Distribution is statistically different from All Firms.

34%20% 16%

17%22% 21% 18% 22%

29%21% 17% 16% 17%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

15%16%

ALL SMALL FIRMS
(3–199 Workers)

*

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

LESS THAN OR EQUAL TO 5%

GREATER THAN 5%, LESS THAN OR EQUAL TO 10%

GREATER THAN 10%, LESS THAN OR EQUAL TO 15%

GREATER THAN 15%, LESS THAN OR EQUAL TO 20%

GREATER THAN 20%
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1
Percentage Change in Premiums, by Firm Size and Plan Type, 2002

Exhibit 1.5

Conventional HMO PPO POS All Plans

FIRM SIZE

Small (3-9 Workers) NSD NSD 15.4% 12.3% 14.5%

Small (10-24 Workers) NSD 12.1% 14.1 17.8* 14.9

Small (25-49 Workers) NSD 10.3 15.9 12.3 14.2

Small (50-199 Workers) NSD 16.4 11.1 10.6 11.9

ALL SMALL FIRMS (3-199 W ORKERS) 15.8 14.3 12.9 12.5 13.2

Midsize (200-999 Workers) 12.2% 13.3% 10.8% 12.9% 11.8%

Large (1,000-4,999 Workers) 13.6 14.5 11.3 11.2 12.2

Jumbo (5,000+ Workers) 10.7 12.4 14.2 11.3 13.0

ALL LARGE FIRMS (200+ WORKERS) 11.5 13.0 12.7 11.6 12.5

ALL FIRM SIZE S 12.7% 13.3% 12.7% 11.9% 12.7%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms within a plan type.

NSD: Not sufficient data.
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1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different estimates between Fully Insured and Self-Insured within a plan type.

Premium Increases, by Plan Type and Funding Arrangement, 2002*

Exhibit 1.6

ALL PLANSPOSPPOHMOCONVENTIONAL
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1
Premium Increases, by Funding Arrangement, 1998-2002

Exhibit 1.7

2001200019991998

4.5%

9.6%*
9.5* 

0%

2%

4%

6%

8%

12%

14%

10%
9.4%

7.1%*

12.3* 12.3* 

13.2

2002

5.8%

3.7%

SELF-INSURED

FULLY  INSURED

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1998.

* Estimate is statistically different from previous year shown within the type of funding arrangements:
1999-2000, 2000-2001, 2001-2002.
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1
Premium Increases, by Firm Size, 1996-2002

exhibit 1.8
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Premium Increases, by Region, 1996-2002

exhibit 1.9
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12.712.5*
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.
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1
Premium Increases, by Industry, 1996-2002

Exhibit 1.10

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 2000-2001, 2001-2002.
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1
Average Monthly Premium Costs for Covered Workers, Single and Family Coverage, by Plan 
Type, 2002

Exhibit 1.11

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002. 

* Estimate is statistically different from All Plans by coverage type.
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1
Distribution of Single and Family Premiums for Covered Workers, 2001 and 2002

Exhibit 1.12

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2001, 2002. 

*Estimate is statistically different from the previous year.
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1

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

CONVENTIONAL PL ANS

Small (3-9 Workers) NSD NSD NSD NSD

Small (10-24 Workers) NSD NSD NSD NSD

Small (25-49 Workers) NSD NSD NSD NSD

Small (50-199 Workers) NSD NSD NSD NSD

ALL SMALL FIRMS (3-199 W ORKERS) $313 $708 $3,761 $ 8,502

Midsize (200-999 Workers) 340 855 4,082 10,263

Large (1,000-4,999 Workers) 277 713 3,325 8,553

Jumbo (5,000+ Workers) 276 637 3,308 7,647

ALL LARGE FIRMS (200+ WORKERS) 293 706 3,514 8,470

ALL FIRM SIZE S $298 $707 $3,582 $ 8,479

HMO PL ANS

Small (3-9 Workers) NSD NSD NSD NSD

Small (10-24 Workers) $274* $629 $3,290* $ 7,552

Small (25-49 Workers) 217 635 2,602 7,619

Small (50-199 Workers) 216 570* 2,594 6,844*

ALL SMALL FIRMS (3-199 W ORKERS) 234 606 2,805 7,274

Midsize (200-999 Workers) 224 613 2,686 7,353

Large (1,000-4,999 Workers) 234 645 2,805 7,734

Jumbo (5,000+ Workers) 229 637 2,750 7,641

ALL LARGE FIRMS (200+ WORKERS) 229 635 2,752 7,618

ALL FIRM SIZE S $230 $628 $2,764 $ 7,541

PPO PL ANS

Small (3-9 Workers) $276 $614 $3,317 $ 7,372

Small (10-24 Workers) 277 655 3,324 7,859

Small (25-49 Workers) 248 659 2,974 7,904

Small (50-199 Workers) 252 663 3,021 7,952

ALL SMALL FIRMS (3-199 W ORKERS) 260 651 3,124 7,814

Midsize (200-999 Workers) 273* 701* 3,271* 8,417*

Large (1,000-4,999 Workers) 255 683 3,058 8,194

Jumbo (5,000+ Workers) 256 667 3,075 7,999

ALL LARGE FIRMS (200+ WORKERS) 260 679 3,117 8,143

ALL FIRM SIZE S $260 $670 $3,119 $ 8,037

Monthly and Annual Premiums for Workers in Conventional, HMO, PPO, and POS Plans,
by Firm Size, 2002

Exhibit 1.13

Continued on page 26
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1 Monthly and Annual Premiums for Workers in Conventional, HMO, PPO, and POS Plans,
by Firm Size, 2002

Exhibit 1.13 Continued from page 25

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

POS PL ANS

Small (3-9 Workers) $293 $637 $3,522 $7,646

Small (10-24 Workers) 245 683 2,937 8,195

Small (25-49 Workers) 230* 658 2,755* 7,897

Small (50-199 Workers) 263 642 3,154 7,701

ALL SMALL FIRMS (3-199 W ORKERS) 264 650 3,167 7,798

Midsize (200-999 Workers) 260 690 3,117 8,278

Large (1,000-4,999 Workers) 280 739 3,356 8,863

Jumbo (5,000+ Workers) 261 686 3,133 8,227

ALL LARGE FIRMS (200+ WORKERS) 265 698 3,179 8,379

ALL FIRM SIZE S $265 $681 $3,175 $8,173

ALL PL ANS

Small (3-9 Workers) $285 $633 $3,419 $7,599

Small (10-24 Workers) 269 661 3,233 7,938

Small (25-49 Workers) 239 649 2,867 7,791

Small (50-199 Workers) 247 644 2,969 7,723

ALL SMALL FIRMS (3-199 W ORKERS) 258 645 3,100 7,737

Midsize (200-999 Workers) 265 691* 3,176 8,290*

Large (1,000-4,999 Workers) 254 682 3,046 8,189

Jumbo (5,000+ Workers) 249 659 2,992 7,902

ALL LARGE FIRMS (200+ WORKERS) 254 671 3,042 8,047

ALL FIRM SIZE S $255 $663 $3,060 $7,954

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002. 

* Estimate is statistically different from All Firms within a plan type.

NSD: Not sufficient data.
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T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

1

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

CONVENTIONAL PL ANS

Northeast $311 $850 $3,736 $10,202

Midwest 284 669 3,407 8,024

South 262* 655 3,142* 7,861

West 373 722 4,478 8,662

ALL REGIONS $298 $707 $3,582 $8,479

HMO PL ANS

Northeast $247* $666* $2,960* $7,988*

Midwest 237 650 2,839 7,799

South 225 611 2,698 7,327

West 212 587 2,546 7,046

ALL REGIONS $230 $628 $2,764 $7,541

PPO PL ANS

Northeast $274 $754* $3,287 $9,045*

Midwest 254 663 3,044 7,951

South 257 640* 3,088 7,684*

West 261 659 3,131 7,912

ALL REGIONS $260 $670 $3,119 $8,037

POS PL ANS

Northeast $269 $739* $3,224 $8,873*

Midwest 256 689 3,075 8,270

South 271 651 3,254 7,811

West 252 606* 3,021 7,269*

ALL REGIONS $265 $681 $3,175 $8,173

ALL PL ANS

Northeast $266* $728* $3,193* $8,740*

Midwest 253 664 3,036 7,962

South 253 636* 3,031 7,631*

West 247 626* 2,961 7,516*

ALL REGIONS $255 $663 $3,060 $7,954

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from 

All Regions within a plan type.

Monthly and Annual Premiums for Workers in Conventional, HMO, PPO, and
POS Plans, by Region, 2002

Exhibit 1.14
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1

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

CONVENTIONAL PL ANS

Mining/Construction/Wholesale NSD NSD NSD NSD

Manufacturing $283 $579 $3,393 $6,952

Transportation/Communication/Utility NSD NSD NSD NSD

Retail NSD NSD NSD NSD

Finance NSD NSD NSD NSD

Service 317 749 3,807 8,985

State/Local Government 287 728 3,446 8,736

Health Care NSD NSD NSD NSD

ALL INDUSTRIE S $298 $707 $3,582 $8,479

HMO PL ANS

Mining/Construction/Wholesale $225 $608 $2,695 $7,297

Manufacturing 216* 620 2,594* 7,438

Transportation/Communication/Utility 233 627 2,796 7,527

Retail 229 619 2,748 7,432

Finance 232 639 2,782 7,672

Service 229 608 2,749 7,301

State/Local Government 249 666 2,982 7,989

Health Care 236 644 2,831 7,731

ALL INDUSTRIE S $230 $628 $2,764 $7,541

PPO PL ANS

Mining/Construction/Wholesale $239* $649 $2,873* $7,785

Manufacturing 243* 663 2,914* 7,955

Transportation/Communication/Utility 273 729* 3,272 8,750*

Retail 226* 623* 2,707* 7,476*

Finance 270 689 3,240 8,269

Service 283* 675 3,393* 8,097

State/Local Government 265 660 3,177 7,926

Health Care 274 720 3,288 8,637

ALL INDUSTRIE S $260 $670 $3,119 $8,037

Monthly and Annual Premiums for Workers in Conventional, HMO, PPO, and POS Plans,
by Industry, 2002

Exhibit 1.15

Continued on page 29
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1
Monthly and Annual Premiums for Workers in Conventional, HMO, PPO, and POS Plans,
by Industry, 2002

Exhibit 1.15 Continued from page 28

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002. 

* Estimate is statistically different from All Industries within a plan type.

NSD: Not sufficient data.

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

POS PL ANS

Mining/Construction/Wholesale $260 $653 $3,126 $7,839

Manufacturing 253 699 3,041 8,385

Transportation/Communication/Utility 292 661 3,509 7,931

Retail 236* 640 2,836* 7,679

Finance 266 731* 3,189 8,775*

Service 261 677 3,130 8,126

State/Local Government 265 688 3,175 8,252

Health Care 309 704 3,705 8,452

ALL INDUSTRIE S $265 $681 $3,175 $8,173

ALL PL ANS

Mining/Construction/Wholesale $242 $647 $2,904 $7,766

Manufacturing 239* 650 2,867* 7,798

Transportation/Communication/Utility 267 683 3,209 8,192

Retail 230* 625* 2,764* 7,499*

Finance 263 699 3,155 8,386

Service 268 663 3,216 7,960

State/Local Government 261 670 3,126 8,038

Health Care 271 696 3,248 8,348

ALL INDUSTRIE S $255 $663 $3,060 $7,954





31

59%

6072
%

97%
Employer Health Benefits

2002 Annual  Survey

s e c t i o n

H e a l t h

B e n e f i t s

O f f e r  R a t e s

2



Employer Health Benefits 2 0 0 2 A n n ua l S u rve y

32

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

se
c

tio
n

 tw
o

H
ealth

 B
en

efits O
ffer R

ates

2

HEALTH BENEFITS OFFER RATES

S u r v e y  r e s u lt s  f o r  2 0 0 2  s u g g e s t  t h a t  t h e  b r i e f  p e r i o d  o f  e x p a n d i n g  h e a lt h  c o v e r a g e

a m o n g  s m a l l  f i r m s  a p p e a r s  t o  h a v e  c o m e  t o  a n  e n d .  N o  d o u b t  h a m p e r e d  b y  t h e

s t r u g g l i n g  e c o n o m y  a n d  a  s e c o n d  y e a r  o f  d o u b l e - d i g i t  p r e m i u m  i n c r e a s e s ,  t h e

n u m b e r  o f  s m a l l  f i r m s  o f f e r i n g  c o v e r a g e  t o  t h e i r  w o r k e r s  f e l l  s l i g h t l y ,  f r o m

6 7 %  i n  2 0 0 0  t o  6 1 %  i n  2 0 0 2  ( p < 0 . 1 ) .  T h e  c h a n g e  b e t w e e n  2 0 0 0  a n d  2 0 0 2 ,  h o w e v e r ,  i s

o n l y  r e l i a b l e  a t  t h e  9 0 %  c o n f i d e n c e  l e v e l  ( l i k e l y  t o  b e  t r u e  n i n e  t i m e s  o u t  o f

t e n ) ,  a n d  s o  i s  l e s s  r o b u s t  t h a n  o t h e r  c h a n g e s  r e p o r t e d  i n  t h i s  y e a r ’ s  s u r v e y .

N e a r l y  a l l  l a r g e  b u s i n e s s e s  ( t h o s e  w i t h  2 0 0  o r  m o r e  w o r k e r s )  o f f e r  h e a l t h

i n s u r a n c e  t o  t h e i r  e m p l o y e e s ,  b u t  s m a l l e r  b u s i n e s s e s ,  e s p e c i a l l y  v e r y  s m a l l

f i r m s  o r  ‘ m o m  a n d  p o p  s h o p s ’ w i t h  3 - 9  w o r k e r s ,  r e m a i n  m u c h  l e s s  l i k e l y  t o  d o

s o .  I f  t h e  e c o n o m y  e x p e r i e n c e s  a  s l o w  r e c o v e r y  a n d  h e a l t h  i n s u r a n c e  p r e m i u m s

c o n t i n u e  t o  e s c a l a t e ,  t h e  p e r c e n t a g e  o f  s m a l l  f i r m s  t h a t  o f f e r  c o v e r a g e  t o

t h e i r  w o r k e r s  m a y  d e c l i n e  f u r t h e r .  

• The percentage of small firms
(3-199 workers) offering health
insurance to employees in-
creased from 54% in 1998 to
67% in 2000, but is now on
the decline, dropping to 61%
this year (p<0.1) (Exhibit 2.1).

• The likelihood that a firm
offers health benefits to its
workers varies considerably by
the demographic characteris-
tics of the firm, such as firm
size, the proportion of part-time
workers in the firm, unioniza-
tion, and the average age of the
workforce. 

• The smallest firms are least
likely to offer health insur-
ance. Only 55% of firms with
3-9 workers offer coverage in
2002, but that figure jumps
to 74% for firms with 10-24
employees and 88% for com-
panies with 25-49 employees.
Among firms with 50 or more
employees, nearly all offer
coverage (EXHIBIT 2.1). 

• Firms with many part-time
workers – where 35% or more
workers work part-time – are
also less likely to provide 
coverage to their employees.
Among these heavily part-
time firms only 38% offer
health insurance, in contrast
to 64% of firms with fewer
part-time workers (EXHIBIT 2.3).

• Firms that employ union
workers are significantly
more likely than average to
offer coverage to their workers,
with 92% offering coverage.
In contrast, only 57% of firms
that do not have union em-
ployees offer health insur-
ance (EXHIBIT 2.3).

• In this era of rapidly rising
health care premiums, it is not
surprising that cost continues
to be the most important factor
cited by small employers as
the reason they do not offer
health insurance (Exhibit 2.4).

• 68% of small firms (3-199
workers) that do not offer cov-
erage cite high premiums as
a very important reason for
not doing so.
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• Other factors cited as im-
portant by many small
employers include: employees
are covered elsewhere (37%
say it’s very important this
year compared to 56% in
2001); the company can
attract good employees with-
out offering health insurance
(21% say it’s very important
this year compared to 30% in
2001); and the administrative
hassle is too great (17% say
it’s very important this year
compared to 22% in 2001).

• In 2002, small firms were sig-
nificantly more likely to point
to problems obtaining cover-
age as a reason they do not
offer health insurance. In
2002, 34% of small firms not
offering health insurance cov-
erage cite the fact that they
could not qualify for group
rates as a very important rea-
son they do not offer cover-
age, up from 22% last year. 
In the same vein, 16% of
small firms this year say that
a very important reason they
do not offer health insurance
is that the firm is too newly
established, compared to 6%
last year.

• Rapidly increasing premiums
have generated further specu-
lation that employers may
move to new types of health
insurance arrangements in
order to help control future
costs. One such option is a de-
fined contribution approach –
where (in the extreme) em-
ployees are given cash to buy
health insurance on their own
rather then selecting among
plans the employer contracts
for. Another approach, Medical
Savings Accounts (MSAs), are
arrangements where the em-
ployer combines a health insur-
ance plan with a high deduc-
tible (of up to several thousand
dollars) with a contribution to
a tax-free account that can be
used towards routine health
expenses.

As in previous years, however,
most firms say they are not
likely to move to a defined
contribution approach for
health benefits. This year most
firms also report that they do
not think their employees
would find defined contribu-
tion or MSA options more
attractive than the company’s
current health insurance
arrangement (Exhibits 2.5, 2.6). 

• Despite a growing number of
anecdotal reports that em-
ployers are considering a
move to defined contribution,
only 6% of firms say it is very
likely and 17% say it is some-
what likely they will move to
a defined contribution ap-
proach in the next five years.
Employers are also unlikely
to think workers would find the
defined contribution approach
much more attractive than
their current benefits package
– only 7% of firms say workers
would find a defined contri-
bution approach much more
attractive and 20% responded
it might be somewhat more
attractive (EXHIBIT 2.5). 

• Employers are somewhat
more likely to say they think
employees would find a Med-
ical Savings Account option
attractive. Eight percent of
firms think workers would
find the MSA option much
more attractive and 24%
somewhat more attractive
than the health insurance
arrangement currently offered
(EXHIBIT 2.6). 
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Percentage of Firms Offering Health Benefits, by Firm Size, 1996-2002

Exhibit 2.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

^ Estimate is statistically different from the previous year shown at p‹0.1: 2000-2002.
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Percentage of All Firms Offering Health Benefits, 1996-2002

Exhibit 2.2

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.
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Percentage of All Firms Offering Health Benefits, by Firm Characteristics, 2002

Exhibit 2.3

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from each other within categories.

Note: These estimates include only firms that answered the full survey. Therefore, the All Firm offer rate estimate is
different from that presented in Exhibit 3.2 (58% vs. 62%). The two estimates are not statistically different.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Higher Wage
(Less than 35% earn

$20,000 a year or less)

AVERAGE WAGE LEVEL

Lower Wage
(35% or more earn

$20,000 a year or less)

Low Turnover
(Less than 50% of the workforce 
left the business in the last year)

TURNOVER

High Turnover
(50% or more of the workforce 

left the business in the last year)

Few Workers Are Part-Time
(Less than 35% work part-time)

PART-TIME WORKERS*

Many Workers Are Part-Time
(35% or more work part-time)

Few Are Under 30
(Less than 35% are under 30)

AGE OF WORKERS

Many Are Under 30
(35% or more are under 30)

Firm Has Union Workers

UNIONIZATION*

Firm Does Not Have
Union Workers

59%

52%

58%

55%

64%

38%

57%

63%

92%

57%
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Very Somewhat Not Too Not At All Don’t 
Important Important Important Important Know

HIGH PREMIUMS 68% 16% 2% 14% 0%

EMPLOYEE S COVERED ELSEW HERE 37% 23% 14% 25% 2%

HIGH TURNOVER 9% 15% 25% 52% 0%

COMPANY C AN’T QUALIFY 34% 11% 15% 31% 9%
FOR GROUP RATE S

OBTAIN GOOD EMPLOYEE S WITHOUT 21% 37% 16% 23% 3%
OFFERING A HE ALTH PL AN

ADMINISTRATIVE HA SSLE 17% 22% 30% 31% 0%

FIRM TOO NEWLY E STABLISHED 16% 12% 4% 68% 0%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

All Small Firms’ (3-199 Workers) Reasons for Not Offering Health Benefits, 2002

Exhibit 2.4
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Likelihood of Employers Switching to Defined Contribution for Health Benefits in the Next Five
Years, by Firm Size, 2000, 2001 and 2002*

Exhibit 2.5

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2002

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

2000

27%7% 13% 51% 2%ALL FIRMS

27%7% 13% 51% 2%
ALL SMALL FIRMS

(3–199 Workers)

26%1% 15% 54% 4%ALL LARGE FIRMS
(200+ Workers)

ALL SMALL FIRMS
(3–199 Workers)

2001

29%6% 18% 46%ALL FIRMS

33%2% 11% 47% 6%ALL LARGE FIRMS
(200+ Workers)

29%6% 18%
ALL SMALL FIRMS

(3–199 Workers)
46%

21%6% 17% 56%

26%2% 14% 56% 2%

20%6% 17% 56% 1%

1%

VERY LIKELY

SOMEWHAT LIKELY

SOMEWHAT UNLIKELY

VERY UNLIKELY

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002.

* Tests found no statistically different distribution from All Firms by year.
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Employer Perceptions of How Attractive Defined Contribution and Medical Savings Accounts
Would Be to Employees, by Firm Size, 2002*

Exhibit 2.6

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

MEDICAL SAVINGS
ACCOUNT (MSA)

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

ALL SMALL FIRMS
(3–199 Workers)

DEFINED CONTRIBUTION

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

ALL SMALL FIRMS
(3–199 Workers)

27%7% 20% 39%

31%2% 22% 42% 2%

7%

7%

27%7% 20% 39%

29%8% 24% 35%

32%3% 23% 38% 5%

29%8% 24% 35% 5%

5%

MUCH MORE ATTRACTIVE

SOMEWHAT MORE ATTRACTIVE

SOMEWHAT LESS ATTRACTIVE

MUCH LESS ATTRACTIVE

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distribution from All Firms by category.
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EMPLOYEE COVERAGE, ELIGIBILITY, AND PARTICIPATION

E m p l o y e r s  a r e  t h e  p r i m a r y  s o u r c e  o f  h e a l t h  i n s u r a n c e  i n  t h e  U S ,  c o v e r i n g  6 2 %

o f  t h e i r  e m p l o y e e s  ( i n c l u d i n g  b o t h  f u l l  a n d  p a r t - t i m e )  ( E X H I B I T 3 . 1 ) .  W h i l e

o t h e r  w o r k e r s  m a y  h a v e  c o v e r a g e  t h r o u g h  t h e i r  s p o u s e ’ s  j o b ,  m a n y  d o  n o t  h a v e

t h a t  o p t i o n .  C e n s u s  B u r e a u  e s t i m a t e s  r e p o r t  t h a t  n e a r l y  o n e  i n  f i v e  w o r k e r s

i s  u n i n s u r e d .
5

T h e  p r i m a r y  r e a s o n  w o r k e r s  a r e  u n i n s u r e d  i s  b e c a u s e  t h e i r  e m p l o y e r s  d o  n o t

o f f e r  h e a l t h  b e n e f i t s ,  p a r t i c u l a r l y  i n  s m a l l  b u s i n e s s e s .  Y e t ,  e v e n  i n  b u s i n e s s e s

t h a t  o f f e r  c o v e r a g e ,  s o m e  u n i n s u r e d  e m p l o y e e s  a r e  i n e l i g i b l e  f o r  t h a t  c o v e r a g e

o r  d o  n o t  s i g n  u p  b e c a u s e  t h e y  m u s t  p a y  a  s i g n i f i c a n t  s h a r e  o f  t h e  p r e m i u m .

• Among firms offering health
benefits, 67% of workers are
covered by their firm’s health
plan, similar to last year
(Exhibit 3.2). 

• Coverage rates do not differ
significantly by firm size,
but do vary by industry,
likely due to differences in
eligibility. The coverage
rate for workers in the retail
industry is 40%, compared
to coverage rates of 88% for
state and local government
workers and 79% for those
working in the transportation,
communication and utility
industries (EXHIBIT 3.3).

• Not all employees are eligible
for their firm’s health benefits
and not all who are eligible
choose to participate in them.
The number of workers cov-
ered is a product of both the
percentage of workers who are
actually eligible for the firm’s
health insurance and the per-
centage who choose to “take-
up” (i.e., elect to participate
in) the benefit (Exhibit 3.3).

• Among firms offering
health benefits, 83% of all
small firms’ (3-199 workers)
employees and 78% of large
firms’ (200 or more workers)
employees are eligible for
health benefits, unchanged
from last year.

• Participation (the take-up
rate) is high across all firm
sizes, averaging 84%. 

• Workers in small firms (with
10-24 employees) have a lower
than average take-up rate
(77%), as do retail firms at
78%. Take-up rates are high-
er for firms in transportation,
communication and utilities
(89%) and for state and
local governments (95%). 

• A large majority (77%) of eli-
gible workers in low-wage
firms – where 35% or more of
the firm’s workers make
$20,000 a year or less – par-
ticipate in their company’s
health benefits, although this
is lower than the take-up
rate among workers in high-
wage firms (86%).

n o t e :
5 Census Bureau estimates based on the March 2001 Current Population Survey.
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• Two-thirds of firms say they
believe that workers decline
health insurance offered by
the firm because they have
coverage elsewhere (66%).
Fourteen percent say employ-
ees don’t elect coverage
because they cannot afford
the employee share of costs
(Exhibit 3.5).

• This year shows little change
in eligibility for health ben-
efits for part-time workers
(Exhibits 3.6, 3.7).

• Forty-eight percent of work-
ers are in firms where part-
time workers are eligible for
health benefits, similar to
last year (49%). Consistent
with the 2001 survey, part-
time workers in large firms
(200 or more workers) are
nearly twice as likely to work
for firms that make them eli-
gible for health coverage
(57%) than part-time workers
employed by small firms 
(3-199 workers) (26%).

• The percentage of workers in
firms where temporary work-
ers are eligible for health 
benefits remains low (9%)
(Exhibits 3.6, 3.7).

• Some new employees may
not have worked long enough
in a firm to qualify for health
benefits. Average waiting peri-
ods for health coverage range
from 1.2 months in jumbo
firms (5,000 or more workers)
to 4.1 months in small firms
(3-9 workers) (Exhibit 3.8).

• In 2002, firms report that over
the course of the year, COBRA
covers 2% of former employees
– roughly 4.0 million workers
and their dependents.
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Percentage of Workers Covered by Their Employer’s Health Benefits, in Firms Both Offering
and Not Offering Health Benefits, by Firm Size, 1996-2002*

Exhibit 3.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Surveys of Employer-Sponsored Health Benefits: 1996, 1998.

* Tests found no statistically different estimates from the previous year shown: 
2000-2001, 2001-2002.

N/A: Large firms not offering health benefits were not surveyed in 1996 and 1998.

1996 1998 2000 2001 2002

FIRM SIZE

3-9 Workers 36% 31% 41% 41% 39%

10-24 Workers 52 43 56 54 49

25-49 Workers 66 55 64 63 56

50-199 Workers 64 63 65 69 67

200-999 Workers N/A N/A 70 71 68

1,000-4,999 Workers N/A N/A 68 69 69

5,000+ Workers N/A N/A 62 63 65

ALL SMALL FIRMS (3-199 W ORKERS) 52% 47% 57% 59% 54%

ALL LARGE FIRMS (200+ WORKERS) N/A N/A 64% 66% 67%

ALL FIRMS N/A N/A 62% 63% 62%
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Percentage of Workers in Firms Offering Health Benefits Who Are Covered by Their Employer’s
Health Plan, by Firm Size, 1989-2002

Exhibit 3.2

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1989, 1996, 1998.

* Estimate is statistically different from the previous years shown: 1989-1996, 1996-1998, 1998-2000,
2000-2001, 2001-2002.

^ Estimate is statistically different from the previous year shown at p‹0.10.
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Eligibility, Take-Up Rates, and Coverage, by Firm Size, Region, and Industry, 2002

Exhibit 3.3

Percentage of Percentage of Percentage of
Workers Eligible Workers Who Workers Covered 

for Health Participate by Health
Insurance (Take-Up Rate) Insurance

FIRM SIZE

Small (3-9 Workers) 84% 82% 67%

Small (10-24 Workers) 86* 77* 66

Small (25-49 Workers) 80 79* 64

Small (50-199 Workers) 82 84 70

ALL SMALL FIRMS (3-199 W ORKERS) 83* 82 68

Midsize (200-999 Workers) 79 86 68

Large (1,000-4,999 Workers) 82 85 69

Jumbo (5,000+ Workers) 76 85 65

ALL LARGE FIRMS (200+ WORKERS) 78% 85% 67%

REGION

Northeast 82% 84% 70%

Midwest 79 82 65

South 79 85 68

West 75 86 64

INDUSTRY

Mining/Construction/Wholesale 79% 84% 66%

Manufacturing 90* 86 77*

Transportation/Communication/Utility 89* 89* 79*

Retail 52* 78* 40*

Finance 85* 86 73*

Service 81 82 65

State/Local Government 93* 95* 88*

Health Care 78 83 65

ALL FIRM SIZE S,  REGIONS,  AND INDUSTRIE S 79% 84% 67%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.

Take-up rate is the percentage of eligible workers who choose to participate in health benefits
offered by their employer.
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Percentage of Workers in Firms Offering Health Benefits Who Participate in Their Employer’s
Health Plan, by Firm Size, 1999-2002*

Exhibit 3.4

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002.

* Tests found no statistically different estimates from the previous year shown: 1999-2000, 2000-2001, 2001-2002.
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Most Common Reason Cited by Firms as to Why Workers Decline Coverage for Which
They Are Eligible, 2002

Exhibit 3.5

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

HAVE COVERAGE
ELSEWHERE

66%
CAN’T AFFORD EMPLOYEE

SHARE OF PREMIUM 
14%

DON’T KNOW
16%

OTHER 
1%

DON’T WANT OR NEED
HEALTH INSURANCE

3%
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Percentage of Workers Employed in Firms That Offer Part-Time and Temporary Workers
Health Coverage, 1999-2002

Exhibit 3.6

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002.

* Estimate is statistically different from the previous year shown: 1999-2000, 2000-2001, 2001-2002.
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Percentage of Workers Employed in Firms That Offer Part-Time and Temporary Workers
Health Coverage, by Firm Size, Region, and Industry, 2002

Exhibit 3.7

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.

Part-Time Temporary

FIRM SIZE

Small (3-9 Workers) 23%* 1%*

Small (10-24 Workers) 22* 6

Small (25-49 Workers) 28* 6

Small (50-199 Workers) 28* 4*

ALL SMALL FIRMS (3-199 W ORKERS) 26* 4*

Midsize (200-999 Workers) 39* 4

Large (1,000-4,999 Workers) 57* 8

Jumbo (5,000+ Workers) 63* 14

ALL L ARGE FIRMS (200+ W ORKERS) 57%* 11%

REGION

Northeast 57%* 8%

Midwest 47 4*

South 42 9

West 50 15

INDUSTRY

Mining/Construction/Wholesale 23%* 4%*

Manufacturing 43 3*

Transportation/Communication/Utility 40 4*

Retail 42 7

Finance 53 3*

Service 52 14

State/Local Government 64 21

Health Care 67* 4*

ALL FIRM SIZE S,  REGIONS,  AND INDUSTRIE S 48% 9%
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Average Waiting Period for Health Coverage for New Employees, by Firm Size, Region,
and Industry, 2002

Exhibit 3.8

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.

Average Wait for Health 
Coverage (Months)

FIRM SIZE

Small (3-9 Workers) 4.1*

Small (10-24 Workers) 2.6*

Small (25-49 Workers) 2.4*

Small (50-199 Workers) 1.9

ALL SMALL FIRMS (3-199 W ORKERS) 2.5*

Midsize (200-999 Workers) 1.6

Large (1,000-4,999 Workers) 1.5

Jumbo (5,000+ Workers) 1.2*

ALL L ARGE FIRMS (200+ W ORKERS) 1.4*

REGION

Northeast 1.4*

Midwest 1.6

South 1.8

West 2.2*

INDUSTRY

Mining/Construction/Wholesale 2.4*

Manufacturing 1.5

Transportation/Communication/Utility 1.5

Retail 2.8*

Finance 1.5

Service 1.7

State/Local Government 0.9*

Health Care 2.0

ALL FIRM SIZE S,  REGIONS,  AND INDUSTRIE S 1.7 MONTH S
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HEALTH INSURANCE CHOICE 

M o s t  w o r k e r s  w i t h  j o b - b a s e d  i n s u r a n c e  c o n t i n u e  t o  h a v e  a  c h o i c e  o f  h e a l t h

p l a n s ,  w i t h  j u s t  u n d e r  h a l f  h a v i n g  a  c h o i c e  o f  t h r e e  o r  m o r e  p l a n s .  N u m e r o u s

s t u d i e s  h a v e  f o u n d  t h a t  p l a n  c h o i c e  i s  o n e  o f  t h e  b e s t  p r e d i c t o r s  o f  e m p l o y e e

s a t i s f a c t i o n  w i t h  h e a l t h  p l a n s .
6

• PPO coverage, a less restrictive
form of managed care, contin-
ued in 2002 to be the most
common health plan option
offered to covered workers.
The percentage of covered
workers with an HMO option
increased slightly in 2002
(Exhibit 4.1). 

• The percentage of covered
workers who can choose a
PPO is 76%. Since 1988, the
percentage of workers with
the choice of a PPO has
quadrupled, from 18% to
76%. 

• More covered workers have
the option to enroll in an
HMO this year, increasing
from 46% in 2001 to 53% 
in 2002.

• The percentage of covered
workers who can choose con-
ventional coverage has fallen
dramatically since 1988, from
90% to just 16% this year.

• The availability of POS plans
was statistically unchanged
in 2002, with 35% of covered
workers having the option.

• The percentage of covered
workers who can choose from
multiple health plans has
remained relatively stable
since 1996. In 2002, 62% of
covered workers have more
than one health plan option.
Thirty-eight percent of cov-
ered workers have just one
plan option, similar to last
year (40%) (Exhibit 4.3). 

• Health plan choice varies
greatly by firm size: 93% of
all small firms (3-199 workers)
offer just one plan, compared
with just 17% of jumbo 
firms (5,000 or more workers)
(EXHIBITS 4.2, 4.4).

• Workers in the Northeast
enjoy considerably more plan
choice than their counter-
parts in the South and
Midwest. More than two-
thirds (75%) of workers in the
Northeast can choose from at
least two plans, while just
57% of Southern workers can
do the same (EXHIBIT 4.5).

• Most workers offered an
HMO have more than one
HMO plan option (61%)
(EXHIBITS 4.6, 4.8). 

• In 2002, 17% of covered workers
are in firms that contribute
the same dollar amount
regardless of the plan chosen,
down from 27% in 2000
(Exhibits 4.11, 4.12). 

n o t e :

6 R. Ullman, et. al., “Satisfaction and Choice: A View From the Plans,” Health Affairs (May/June 1997). 
K. Davis, et. al., “Choice Matters: Enrollees’ View of Their Health Plans,” Health Affairs (Summer 1995).
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• While there has been consid-
erable attention in the popu-
lar press to the “loosening” 
of restrictive managed care
arrangements, relatively few
workers in 2002 are covered by
health plans that eliminated
referrals for specialty care or
utilization review of diagnostic
tests. Employers report that the
health plans they contract with
expanded the number of doc-
tors and hospitals in their 
networks, even though broad-
ening networks may dilute
their bargaining power of the
health plans and potentially
make it more difficult to restrict
cost growth (Exhibit 4.13).

• In 2002, 10% of covered work-
ers in HMO plans and 11% of
covered workers in POS plans
are in plans that eliminated
requirements that primary
care physicians provide a
referral for specialty care.
About 12% of workers covered
by an HMO and 8% of work-
ers covered by a POS plan are
in plans that eliminated uti-
lization review requirements
for diagnostic tests such as
MRIs.

• About half (49%) of workers
covered in HMOs and over
half (54%) of workers covered
in POS plans are in plans
that expanded the number of
providers in their physician
networks. The percentage of
workers in HMOs and POS
plans that increased their hos-
pital networks is slightly less,
at 32% and 35% respectively.
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.
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Exhibit 4.1

Percentage of Covered Workers With a Choice of Conventional, HMO, PPO, or POS Plans, 1988-2002
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Percentage of Employers Providing a Choice of Health Plans, by Firm Size, 2002

exhibit 4.2
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Percentage of Covered Workers With a Choice of Health Plans, 1988-2002

exhibit 4.3
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15%

40%

45%
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14%

38%

49%

2000

15%

35%

50%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996, 1998.
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Percentage of Covered Workers With a Choice of Health Plans, by Firm Size, 1988-2002

Exhibit 4.4

1 Plan Only 2 Plans 3 or More Plans

1988
Small (3-9 Workers) 92% 5% 3%
Small (10-24 Workers) 85 7 9
Small (25-49 Workers) 58 24 19
Small (50-199 Workers) 62 22 16
ALL SMALL FIRMS (3-199 W ORKERS) 66 19 15
Midsize (200-999 Workers) 39 22 40
Large (1,000-4,999 Workers) 29 17 54
Jumbo (5,000+ Workers) 18 5 77
ALL FIRM SIZE S 47% 17% 36%

1996
Small (3-9 Workers)* 91% 2% 7%
Small (10-24 Workers)* 85 12 3
Small (25-49 Workers)* 83 14 3
Small (50-199 Workers)* 68 24 8
ALL SMALL FIRMS (3-199 W ORKERS)* 80 14 6
Midsize (200-999 Workers)* 47 25 28
Large (1,000-4,999 Workers)* 22 23 55
Jumbo (5,000+ Workers)* 9 10 81
ALL FIRM SIZE S 33% 16% 51%

2000
Small (3-9 Workers)* 94% 4% 2%
Small (10-24 Workers)* 95 4 2
Small (25-49 Workers)* 82 14 4
Small (50-199 Workers)* 64 18 18
ALL SMALL FIRMS (3-199 W ORKERS)* 76 13 11
Midsize (200-999 Workers)* 42 26 33
Large (1,000-4,999 Workers)* 28 20 53
Jumbo (5,000+ Workers)* 8 11 81
ALL FIRM SIZE S 35% 15% 50

2001
Small (3-9 Workers)* 96% 4% 0%
Small (10-24 Workers)* 88 9 3
Small (25-49 Workers)* 75 18 7
Small (50-199 Workers)* 59 25 16
ALL SMALL FIRMS (3-199 W ORKERS)* 72 18 10
Midsize (200-999 Workers) 45 20 35
Large (1,000-4,999 Workers)* 28 22 50
Jumbo (5,000+ Workers)* 13 8 79
ALL FIRM SIZE S 40% 15% 45%

2002
Small (3-9 Workers)* 97% 3% 0%
Small (10-24 Workers)* 93 4 3
Small (25-49 Workers)* 74 23 3
Small (50-199 Workers)* 62 20 19
ALL SMALL FIRMS (3-199 W ORKERS)* 76 14 10
Midsize (200-999 Workers)* 39 26 36
Large (1,000-4,999 Workers)* 25 18 57
Jumbo (5,000+ Workers)* 14 7 79
ALL FIRM SIZE S 38% 14% 49%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996.

* Distribution is statistically different 
from All Firm Sizes by year.
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Percentage of Covered Workers With a Choice of Health Plans, by Region, 2002

Exhibit 4.5

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is significantly different from All Regions.
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For Employers That Offer a Conventional, HMO, PPO, or POS Plan, Percentage of Covered
Workers With a Choice of Health Plans, by Firm Size, 2002

Exhibit 4.6

1 Plan Only 2 Plans 3 or More Plans

CONVENTIONAL PL ANS

Small (3-9 Workers) NSD NSD NSD
Small (10-24 Workers) NSD NSD NSD
Small (25-49 Workers) NSD NSD NSD
Small (50-199 Workers) NSD NSD NSD
ALL SMALL FIRMS (3-199 W ORKERS)* 92% 0% 8%

Midsize (200-999 Workers) 88 11 1
Large (1,000-4,999 Workers) 86 9 6
Jumbo (5,000+ Workers) 57 5 38
ALL FIRM SIZE S 76% 5% 19%

HMO PL ANS

Small (3-9 Workers) NSD NSD NSD
Small (10-24 Workers)* 93% 7% 0%
Small (25-49 Workers)* 97 2 1
Small (50-199 Workers)* 75 20 4
ALL SMALL FIRMS (3-199 W ORKERS)* 87 11 2

Midsize (200-999 Workers)* 47 33 20
Large (1,000-4,999 Workers) 34 29 37
Jumbo (5,000+ Workers)* 17 12 71
ALL FIRM SIZE S 39% 17% 44%

PPO PL ANS

Small (3-9 Workers)* 100% 0% 0%
Small (10-24 Workers)* 99 0 0
Small (25-49 Workers)* 94 6 0
Small (50-199 Workers)* 89 9 2
ALL SMALL FIRMS (3-199 W ORKERS)* 93 5 1

Midsize (200-999 Workers)* 77 20 3
Large (1,000-4,999 Workers) 69 17 13
Jumbo (5,000+ Workers)* 63 17 20
ALL FIRM SIZE S 76% 14% 10%

POS PL ANS

Small (3-9 Workers)* 92% 8% 0%
Small (10-24 Workers)* 96 1 2
Small (25-49 Workers)* 85 12 2
Small (50-199 Workers)* 78 17 5
ALL SMALL FIRMS (3-199 W ORKERS)* 86 11 3

Midsize (200-999 Workers) 62 23 14
Large (1,000-4,999 Workers) 64 20 16
Jumbo (5,000+ Workers) 54 10 36
ALL FIRM SIZE S 68% 14% 18%

s o u r c e : * Distribution is statistically different from 
All Firm Sizes within a plan type.

NSD: Not sufficient data. Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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Percentage of Covered Workers in Firms Offering a Choice of Conventional Plans, 1996-2002*

exhibit 4.7
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Percentage of Covered Workers in Firms Offering a Choice of HMO Plans, 1996-2002

exhibit 4.8
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47%
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18%

36%

17%

44%
39%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Tests found no statistically different estimates from the previous year shown: 1996-1998, 
1998-2000, 2000-2001, 2001-2002.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.
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4

Percentage of Covered Workers in Firms Offering a Choice of PPO Plans, 1996-2002*

exhibit 4.9
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Percentage of Covered Workers in Firms Offering a Choice of POS Plans, 1996-2002

exhibit 4.10
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Tests found no statistically different estimates from the previous year shown: 1996-1998,
1998-2000, 2000-2001, 2001-2002.
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4

Contribution Policies for Covered Workers Who Are Offered a Choice of Health Plans,
1999, 2000 and 2002

Exhibit 4.11

WORKERS’
CONTRIBUTION

VARIES

COMPANY
CONTRIBUTES

SAME PERCENTAGE

WORKERS
CONTRIBUTE

SAME DOLLAR
AMOUNT

COMPANY
CONTRIBUTES
SAME DOLLAR
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28%
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17%*

12%
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29%
30%
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32%
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10%

15%

20%
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30%

35%

40%

DON’T KNOW/
OTHER

1%

4%4%*

2000

1999

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2002.

* Estimate is statistically different from previous year for years 1999-2000, 2000-2002.
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4

Contribution Policies for Covered Workers Who Are Offered a Choice of Health Plans,
by Firm Size, 2002*

Exhibit 4.12

EMPLOYEE S OFFERED ONE PL AN

ONLY 76% 39% 25% 14% 38%

EMPLOYEE S OFFERED MORE

THAN ONE PL AN

Company contributes the 
same dollar amount regardless 
of plan chosen 28% 12% 15% 17% 17%

Workers contribute the same 
dollar amount regardless of 
plan chosen 5 6 9 5 6

Company contributes same 
percentage of total premium 
regardless of plan chosen 41 40 38 35 37

Worker contribution varies 
based on other factors 21 39 35 39 36

Other 5 3 2 3 3

Don’t know 0 0 0 1 1

TOTAL 100% 100% 100% 100% 100%

All Small 
Firms (3-199  

Workers)

Midsize 
(200-999
Workers)

Large 
(1,000-4,999 

Workers)

Jumbo 
(5,000+ 
Workers)

All Firm
Sizes

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Firm Sizes for employees offered more than one plan.
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4

Percentage of Covered Workers Whose HMO or POS Plan Made the Following Changes in the
Past Three Years, 2002

Exhibit 4.13
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A PRIMARY CARE 

PHYSICIAN TO 

SEE A SPECIALIST

ELIMINATED 

UTILIZATION

REVIEW BEFORE

OBTAINING

DIAGNOSTIC TESTS

HMO

POS

HMO

POS

HMO

POS

HMO

POS

49% 41% 10%

54% 36% 9%

32% 58% 10%

35% 51% 13%

10% 88% 2%

11% 83% 6%

12% 75% 13%

8% 80% 12%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

DON’T KNOW
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MARKET SHARES OF HEALTH PLANS

T h e  d i s t r i b u t i o n  o f  e n r o l l m e n t  a c r o s s  p l a n  t y p e s  i n  2 0 0 2  d i d  n o t  c h a n g e  s i g n i f -

i c a n t l y  f r o m  t h e  p r i o r  y e a r .  P P O s ,  w h i c h  h a v e  g r o w n  s t e a d i l y  i n  e n r o l l m e n t

s i n c e  1 9 9 6 ,  e n r o l l e d  a b o u t  h a l f  ( 5 2 % )  o f  c o v e r e d  w o r k e r s  i n  2 0 0 2 .  H M O e n r o l l -

m e n t ,  w h i c h  h a d  f a l l e n  l a s t  y e a r ,  a p p e a r s  t o  h a v e  s t a b i l i z e d .  

• More than half of covered
workers (52%) are enrolled in
PPO plans, up from 48% in
2000 and 41% in 1999
(Exhibit 5.1). PPO enrollment
is particularly strong in the
South (61% of covered workers)
and in the mining, construc-
tion, and wholesale industries
(61% of covered workers)
(Exhibit 5.2).

• HMO enrollment of covered
workers, which fell from 31%
in 1996 to 23% last year, is 26%
in 2002 (Exhibit 5.1).

• HMO enrollment has stabi-
lized across all regions of the
country, but remains much
higher in the West, where
HMOs enroll 36% of workers.

• As we observed last year,
workers in small firms 
(3-199 workers) are more like-
ly to be enrolled in POS plans
than are workers in large
firms (200 or more workers),
but less likely to be enrolled
in HMOs. 

• Within HMOs, enrollment in
plans with different contract-
ing arrangements is similar
this year to 2001. This year,
45% of enrollees in HMOs 
are in Independent Practice
Association (IPA) models, in
which the HMO contracts
with a physician organization
that in turn contracts with
independent physicians. Staff
and group model HMOs,
which employ health care
providers directly or through a
dedicated group of doctors,
cover 11% of HMO enrollees.
Mixed model HMOs have 
41% of HMO enrollment
(Exhibit 5.3).

• In the West, staff and group
model HMO enrollment
remains much higher than
elsewhere in the country, 
at 31%. 
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Health Plan Enrollment for Covered Workers, by Plan Type, 1988-2002

Exhibit 5.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996, 1998.

* Distribution is statistically different from the previous year shown: 1996-1998, 1998-1999, 
1999-2000, 2000-2001, 2001-2002.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

41%8% 29% 22%2000*

48%7% 23% 22%2001*

38%9% 28% 25%1999*

35%14% 27% 24%1998*

28%27% 31% 14%1996

26%46% 21% 7%1993

11%73% 16%1988

2002* 52%5% 26% 18%

CONVENTIONAL

HMO

PPO

POS
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5

Health Plan Enrollment, by Firm Size, Region, and Industry, 2002

Exhibit 5.2

Conventional HMO PPO POS

FIRM SIZE

Small (3-9 Workers) 8% 16%* 52% 24%

Small (10-24 Workers) 5 18* 53 24

Small (25-49 Workers) 4 32 43 20

Small (50-199 Workers) 3 18* 61* 18

ALL SMALL FIRMS (3-199 W ORKERS) 4 19* 56 21

Midsize (200-999 Workers) 6 20* 56 17

Large (1,000-4,999 Workers) 3 27 53 16

Jumbo (5,000+ Workers) 5 32* 47 16

REGION

Northeast 4% 29% 42%* 26%*

Midwest 10 23 55 12*

South 2* 21 61* 15

West 5 36* 41* 18

INDUSTRY

Mining/Construction/Wholesale 2% 19% 61%* 17%

Manufacturing 6 30 50 14

Transportation/Communication/Utility 3 25 45 27

Retail 4 15* 59 22

Finance 3 26 47 24

Service 5 24 54 18

State/Local Government 7 36* 47 9*

Health Care 3 26 52 20

ALL FIRM SIZE S,  REGIONS,  

AND INDUSTRIE S 5% 26% 52% 18%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firm Sizes, Regions, and Industries. 
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Percentage of Covered Workers Enrolled in Various Types of HMOs, by Firm Size,
Region, and Industry, 2002

Exhibit 5.3

IPA Staff/Group Mixed Don’t Know

FIRM SIZE

All Small Firms (3-199 Workers) 33% 16% 46% 6%

Midsize (200-999 Workers) 32 6 59 3

Large (1,000-4,999 Workers) 51 10 38 2

Jumbo (5,000+ Workers) 52 11 37 0

REGION

Northeast* 56% 1% 41% 1%

Midwest* 55 2 39 4

South 43 13 44 0

West* 24 31 42 3

INDUSTRY

Mining/Construction/Wholesale 35% 6% 50% 10%

Manufacturing 49 9 40 2

Transportation/Communication/Utility 37 7 56 0

Retail 36 12 52 0

Finance 65 6 29 0

Service 29 23 45 4

State/Local Government 63 7 30 0

Health Care 43 7 49 0

ALL FIRM SIZE S,  REGIONS,  

AND INDUSTRIE S 45% 11% 41% 2%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

IPA (Independent Practice Association) model HMO: an HMO model in which the HMO contracts with a physician
organization, which, in turn, contracts with independent physicians. The IPA physicians practice in their own 
offices and continue to see fee-for-service patients.

Staff model HMO: a model in which the HMO employs health care providers directly. The providers are employees
of the HMO, and provide care exclusively to HMO members.

Group model HMO: an HMO in which the plan contracts exclusively with a single group of physicians.

* Distribution is statistically different from All Firm Sizes, Regions and Industries. 
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EMPLOYEE CONTRIBUTIONS FOR PREMIUMS 

E m p l o y e r s  c a n  m o r e  e a s i l y  p a s s  a l o n g  a  p a r t  o f  i n c r e a s i n g  h e a l t h  c a r e  p r e m i u m s

t o  t h e i r  e m p l o y e e s  w h e n  l a b o r  m a r k e t s  a r e  s l a c k .  T h i s  c a n  a f f e c t  w o r k e r s  i n

s e v e r a l  w a y s :  w o r k e r s  m a y  s e e k  l e s s  e x p e n s i v e  p l a n  o p t i o n s ,  o r ,  i f  t h e  e m p l o y e e ’ s

s h a r e  o f  t h e  p r e m i u m  i s  h i g h  e n o u g h ,  m a y  c h o o s e  n o t  t o  a c c e p t  h e a l t h  i n s u r a n c e

c o v e r a g e .

I n  2 0 0 2 ,  e m p l o y e e  c o n t r i b u t i o n s  f o r  s i n g l e  a n d  f a m i l y  c o v e r a g e  i n c r e a s e d

s u b s t a n t i a l l y  i n  n o m i n a l  d o l l a r s  –  c o n t r i b u t i o n s  f o r  s i n g l e  c o v e r a g e  g r e w  a l m o s t

2 7 %  w h i l e  c o n t r i b u t i o n s  f o r  f a m i l y  c o v e r a g e  g r e w  b y  1 6 % .  D e s p i t e  t h e s e  l a r g e

i n c r e a s e s  i n  e m p l o y e e  c o n t r i b u t i o n s ,  e m p l o y e r s  c o n t i n u e  t o  b e a r  t h e  m a j o r i t y  o f

i n c r e a s i n g  p r e m i u m  c o s t s .

• Workers are paying more for
their health benefits, particu-
larly for single coverage, than
they did in 2001. The average
monthly worker contribution
in 2002 is $38 for single cover-
age, up from $30 last year, and
$174 for family coverage, 
up from $150 last year
(Exhibit 6.1). On average,
worker’s annual contributions
for single coverage increased
by $95 and contributions for
family coverage increased
$283. The fact that worker
contributions have increased
in 2002 after remaining stable
or declining in prior years is
likely due to employers’
greater willingness to pass
along cost increases given the
weaker economy and lower
demand for labor. 

• Despite the large nominal
increases in employee contri-
butions in 2002, the average
percentage of total premiums
that workers pay remains vir-
tually unchanged in 2002:
16% across plan types for sin-
gle coverage, and 27% for
family coverage (Exhibit 6.2). 

• Percentage contributions for
family coverage have re-
mained fairly stable for a
number of years, while those
for single coverage declined
from 1996 to 2000 (from 21%
to 14%) and have remained
stable since that time.

• Nearly all firms that offer
health insurance contribute
50% or more to the cost of pre-
miums for covered workers
(Exhibit 6.7, 6.8). Employers
are most likely to contribute
between 75-100% of premi-
ums for single and family 
coverage.

• The percentage of covered 
workers whose employers pay
the full cost of single or family
coverage declined – from 30%
in 2001 to 23% this year for
single coverage. Employers
are more likely to pay the full
cost of employee premiums
for single coverage – 23% of
covered workers have the full
cost of single premiums paid
by their employer compared
to 9% who have the full cost
paid for family premiums.
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• In 2002, workers in small
firms (3-199 workers) pay an
average of 34% of the premi-
um for family coverage, com-
pared with 25% for workers 
in large firms (200 or more 
workers) (EXHIBIT 6.10).

• Firms with a high percentage
of low-wage workers – where
35% or more earn $20,000 or
less per year – pay just 65% 
of the premium for family 
coverage, compared with 74%
of premiums paid by firms 
with few low-wage workers
(EXHIBIT 6.9). Firms with
union workers pay 79% of the
total cost of family coverage,
compared with 68% of premi-
ums paid by firms with no
union workers.

• The slack labor market may
make it easier for employers to
pass along the cost of health
insurance to employees, but
doing so may have an adverse
impact on the firms’ ability to
attract and retain workers. 
Of the firms that increased 
the amount employees pay 
for coverage this year, 41%
report that it was somewhat
harder to attract and retain
workers compared to 23% of
firms who did not increase the
amount employees pay. Firms
that did not increase employee
costs report a much easier
time attracting and retaining
workers than firms that raised
costs, 15% and 4% respectively
(Exhibit 6.19). 
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6

Average Monthly Worker Contribution for Single and Family Coverage, 1988-2002

exhibit 6.1
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Percentage of Premium Paid by Covered Workers for Single and Family Coverage, 1988-2002

exhibit 6.2
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11%

20% 21%

32%

27% 27% 27%28%29%

15% 16%
14%*

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.
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6

Average Monthly Worker Premium Contributions, by Firm Size, 2002

Exhibit 6.3

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

CONVENTIONAL PL ANS 

All Small Firms (3-199 Workers) $35 $111 $416 $1,332

Midsize (200-999 Workers) 32 137 380 1,643

Large (1,000-4,999 Workers) 29 168 347 2,011

Jumbo (5,000+ Workers) 39 143 473 1,720

ALL FIRM SIZE S $36 $136 $426 $1,630

HMO PL ANS

All Small Firms (3-199 Workers) $40 $202* $482 $2,428*

Midsize (200-999 Workers) 42 186 499 2,235

Large (1,000-4,999 Workers) 39 154 473 1,848

Jumbo (5,000+ Workers) 36 144 427 1,723

ALL FIRM SIZE S $38 $163 $455 $1,960

PPO PL ANS

All Small Firms (3-199 Workers) $29* $220* $347* $2,645*

Midsize (200-999 Workers) 34 167 414 2,001

Large (1,000-4,999 Workers) 38 158 453 1,898

Jumbo (5,000+ Workers) 42 157 506 1,889

ALL FIRM SIZE S $36 $179 $432 $2,152

POS PL ANS

All Small Firms (3-199 Workers) $41 $196 $496 $2,349

Midsize (200-999 Workers) 41 165 489 1,978

Large (1,000-4,999 Workers) 35 146 425 1,751

Jumbo (5,000+ Workers) 51 190 612 2,281

ALL FIRM SIZE S $44 $182 $527 $2,186

ALL PL ANS

All Small Firms (3-199 Workers) $34 $207* $407 $2,485*

Midsize (200-999 Workers) 37 169 442 2,023

Large (1,000-4,999 Workers) 38 155 451 1,865

Jumbo (5,000+ Workers) 41 157 496 1,889

ALL FIRM SIZE S $38 $174 $454 $2,084

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from 

All Firm Sizes within a plan type.
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6

Average Monthly Worker Premium Contributions, by Region, 2002

Exhibit 6.4

Monthly Annual

Single Family Single Family
Coverage Coverage Coverage Coverage

CONVENTIONAL PL ANS

Northeast $39 $122 $468 $1,461

Midwest 39 126 471 1,511

South 27 234* 324 2,812*

West 27 83* 327 992*

ALL REGIONS $36 $136 $426 $1,630

HMO PL ANS

Northeast $45 $163 $536 $1,954

Midwest 34 113* 408 1,353*

South 38 188 453 2,256

West 34 181 411 2,173

ALL REGIONS $38 $163 $455 $1,960

PPO PL ANS

Northeast $40 $144* $484 $1,733*

Midwest 37 155* 441 1,863*

South 36 212* 426 2,549*

West 29 168 353 2,014

ALL REGIONS $36 $179 $432 $2,152

POS PL ANS

Northeast $48 $189 $580 $2,272

Midwest 43 146 514 1,753

South 44 225* 525 2,695*

West 36 123* 430 1,476*

ALL REGIONS $44 $182 $527 $2,186

ALL PL ANS

Northeast $44* $161 $523* $1,927

Midwest 37 141* 445 1,697*

South 37 210* 445 2,514*

West 32 161 387 1,927

ALL REGIONS $38 $174 $454 $2,084

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from 

All Regions within a plan type.
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6

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.

† Information was not obtained for POS single coverage in 1993.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

exhibit 6.5
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$36*
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Monthly Worker Contributions for Single and Family Coverage in PPO and POS Plans, 1988-2002

exhibit 6.6
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Monthly Worker Contributions for Single and Family Coverage in Conventional and HMO Plans,
1988-2002



se
c

tio
n

 six
E

m
ployee C

on
tribu

tion
s for P

rem
iu

m
s

Employer Health Benefits   2002 Annual Survey

80

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

6

Distribution of Percentage of Single Premiums Paid by Firms for Covered Workers, by Firm Size,
2001 and 2002

Exhibit 6.7

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ALL SMALL FIRMS
(3–199 Workers)

35%7% 14% 44%2002*

69%4% 14% 14%2002*

59%5% 14% 23%2002

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

2001* 25%4% 13% 57%

2001 50%3% 17% 30%

2001* 63%2% 19% 17%

LESS THAN 50%

GREATER THAN OR EQUAL TO 50%, LESS THAN 75%

GREATER THAN OR EQUAL TO 75%, LESS THAN 100%

100%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2001, 2002.

* Distribution is statistically different from All Firms by Year.
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6

Distribution of Percentage of Family Premiums Paid by Firms for Covered Workers, by Firm Size,
2001 and 2002

Exhibit 6.8

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ALL SMALL FIRMS
(3–199 Workers)

26%29% 25% 20%2002*

58%10% 28% 5%2002*

48%16% 27% 9%2002

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

2001* 23%29% 26% 23%

2001 43%17% 27% 13%

2001* 52%11% 28% 9%

LESS THAN 50%

GREATER THAN OR EQUAL TO 50%, LESS THAN 75%

GREATER THAN OR EQUAL TO 75%, LESS THAN 100%

100%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2001, 2002.

* Distribution is statistically different from All Firms by Year.
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6

Percentage of Overall Single and Family Premiums Paid by Firm, by Percentage 
of Workforce That is Low Wage, 2002

Exhibit 6.9

Single Coverage Family Coverage

PERCENT OF W ORKFORCE E ARNING

$20,000 OR LE SS PER YE AR

Less Than 35% (Higher Wage Firms) 85% 74%

35% or More (Lower Wage Firms) 82% 65%*

ALL FIRMS 84% 73%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.
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6

Percentage of Premium Paid by Firm for Typical Covered Worker in Conventional,
HMO, PPO, and POS Plans, by Firm Size, 2002

Exhibit 6.10

Single Coverage Family Coverage

CONVENTIONAL PL ANS

All Small Firms (3-199 Workers) 89% 83%

Midsize (200-999 Workers) 89 81

Large (1,000-4,999 Workers) 89 76

Jumbo (5,000+ Workers) 86 77

ALL FIRM SIZE S 88% 80%

HMO PL ANS

All Small Firms (3-199 Workers) 82% 66%*

Midsize (200-999 Workers) 81 68

Large (1,000-4,999 Workers) 83 76

Jumbo (5,000+ Workers) 85 78

ALL FIRM SIZE S 83% 74%

PPO PL ANS

All Small Firms (3-199 Workers) 88%* 64%*

Midsize (200-999 Workers) 87 75*

Large (1,000-4,999 Workers) 84 76*

Jumbo (5,000+ Workers) 82 75

ALL FIRM SIZE S 85% 72%

POS PL ANS

All Small Firms (3-199 Workers) 84% 69%

Midsize (200-999 Workers) 83 75

Large (1,000-4,999 Workers) 87 81*

Jumbo (5,000+ Workers) 81 71

ALL FIRM SIZE S 83% 72%

ALL PL ANS

All Small Firms (3-199 Workers) 86% 66%*

Midsize (200-999 Workers) 85 74

Large (1,000-4,999 Workers) 84 77*

Jumbo (5,000+ Workers) 83 75

ALL FIRM SIZE S 84% 73%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from 

All Firms within a plan type.
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6

Percentage of Premium Paid by Workers in Conventional and HMO Plans, 1988-2002

exhibit 6.11

0%
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10%

15%

20%

25%

30%

35%

40%

HMO FAMILY

27%
30% 31%

28%*

38%

26%

HMO SINGLE

11%

22%

15%*

20%

29%

17%
20%

CONVENTIONAL FAMILY

36%

22%

17%

29%29%

CONVENTIONAL SINGLE

15%

19%

13%*

8%
12%

18%

1988

1993

1996

2000

2001

2002

1988

1993

1996

2000

2001

2002

Percentage of Premium Paid by Workers in PPO and POS Plans, 1988-2002

exhibit 6.12

0%

5%

10%

15%

20%

25%

30%

35%

40%

POS FAMILY

31% 30%

^

24%

28%28%

POS SINGLE

17%
15%*

^

24%

13%

17%*

28%

PPO FAMILY

35%
33%

39%

28%* 27%

PPO SINGLE

26%

15%*14% 14% 15%

8%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.
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6

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.

exhibit 6.13
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Percentage of Covered Workers in Plans Where Employer Pays Entire Cost of Single Plan Coverage,
All Small Firms (3-199 Workers), 1988-2002
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14
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exhibit 6.14

Percentage of Covered Workers in Plans Where Employer Pays Entire Cost of Single Plan Coverage,
All Large Firms (200+ Workers), 1988-2002
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6

Percentage of Covered Workers in Plans Where Employer Pays Entire Cost of Family Plan Coverage,
All Small Firms (3-199 Workers), 1988-2002

exhibit 6.15
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58*

44

14

20 21 20

1988
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.

Percentage of Covered Workers in Plans Where Employer Pays Entire Cost of Family Plan Coverage,
All Large Firms (200+ Workers), 1988-2002

exhibit 6.16
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47*

10*
7 6 6 5*6 8 8

13

1988

1996

2000

2001

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988.
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6

Percentage of Premium Paid by Firm for Typical Covered Worker in Conventional,
HMO, PPO, and POS Plans, by Region, 2002

Exhibit 6.17

Single Coverage Family Coverage

CONVENTIONAL PL ANS

Northeast 86% 84%

Midwest 87 81

South 90 64*

West 91 86

ALL REGIONS 88% 80%

HMO PL ANS

Northeast 82% 76%

Midwest 85 81*

South 83 69

West 84 69

ALL REGIONS 83% 74%

PPO PL ANS

Northeast 84% 81%*

Midwest 85 76*

South 85 65*

West 87 71

ALL REGIONS 85% 72%

POS PL ANS

Northeast 82% 75%

Midwest 82 78

South 84 63*

West 85 79

ALL REGIONS 83% 72%

ALL PL ANS

Northeast 83% 78%*

Midwest 85 78*

South 84 66*

West 86 73

ALL REGIONS 84% 73%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Regions by plan type.
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6

Percentage of Premium Paid by Firm for Typical Covered Worker in Conventional,
HMO, PPO, and POS Plans, by Industry, 2002

Exhibit 6.18

Single Coverage Family Coverage

CONVENTIONAL PL ANS
Mining/Construction/Wholesale NSD NSD
Manufacturing 87% 81%
Transportation/Communication/Utility NSD NSD
Retail NSD NSD
Finance NSD NSD
Service 90 75
State/Local Government 82* 79
Health Care NSD NSD
ALL INDUSTRIE S 88% 80%

HMO PL ANS
Mining/Construction/Wholesale 75% 67%
Manufacturing 85 79*
Transportation/Communication/Utility 86 74
Retail 73* 67
Finance 79 67
Service 86 69
State/Local Government 89 84*
Health Care 76* 62*
ALL INDUSTRIE S 83% 74%

PPO PL ANS
Mining/Construction/Wholesale 82% 67%
Manufacturing 82 79*
Transportation/Communication/Utility 86 81*
Retail 80 72
Finance 86 66
Service 87 67
State/Local Government 91* 74
Health Care 84 70
ALL INDUSTRIE S 85% 72%

POS PL ANS
Mining/Construction/Wholesale 88% 66%
Manufacturing 84 82*
Transportation/Communication/Utility 74 69
Retail 76* 67
Finance 84 77
Service 84 69
State/Local Government 93* 75
Health Care 87 75
ALL INDUSTRIE S 83% 72%

ALL PL ANS
Mining/Construction/Wholesale 82% 67%
Manufacturing 83 79*
Transportation/Communication/Utility 83 76
Retail 79* 71
Finance 84 70
Service 87 69*
State/Local Government 90* 78
Health Care 83 69
ALL INDUSTRIE S 84% 73%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from 

All Industries by plan type.

NSD: Not sufficient data. 
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6

Percentage of Firms That Report the Level of Difficulty Attracting and Retaining Qualified
Workers Is Harder or Easier Than One Year Ago by Whether or Not the Firm Increased the
Amount Employees Pay for Health Insurance, 2002*

Exhibit 6.19

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

FIRM INCREASED
THE AMOUNT

EMPLOYEES PAY

FIRM DID NOT
 INCREASE THE AMOUNT

EMPLOYEES PAY

50%3% 41% 4% 2%

49%5% 23% 8%15%

MUCH HARDER

SOMEWHAT HARDER

SOMEWHAT EASIER

MUCH EASIER

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distributions are statistically different from one another.
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EMPLOYEE COST SHARING

I n  a d d i t i o n  t o  p a y i n g  a  h i g h e r  a m o u n t  f o r  p r e m i u m s ,  e m p l o y e e s  a r e  a l s o  p a y i n g

h i g h e r  c o s t - s h a r i n g  f o r  h e a l t h  c a r e  s e r v i c e s ,  i n c l u d i n g  d e d u c t i b l e s  a n d  

c o p a y m e n t s .  R e s e a r c h  h a s  d e m o n s t r a t e d  t h a t  h i g h e r  c o p a y s  a n d  d e d u c t i b l e s  s a v e

c o s t s ,  b u t  m a y  a l s o  d i s c o u r a g e  u s e  o f  n e e d e d  s e r v i c e s ,  p a r t i c u l a r l y  a m o n g

l o w e r - i n c o m e  i n d i v i d u a l s .
7

I n - n e t w o r k  d e d u c t i b l e s  t o  s e e  p r o v i d e r s  i n  P P O n e t w o r k s  j u m p e d  s i g n i f i c a n t l y

t h i s  y e a r .  T h e  p e r c e n t a g e  o f  H M O e n r o l l e e s  f a c i n g  $ 2 0  c o p a y s  f o r  p h y s i c i a n  v i s i t s

a l s o  r o s e  s i g n i f i c a n t l y .  

• In PPOs, deductibles for pre-
ferred providers increased
from $201 in 2001 to $276 
in 2002. Deductibles for single
coverage in conventional plans
also increased significantly –
from $195 to $270 this year
(Exhibit 7.1). 

• Deductibles are generally
lower for workers in large
firms (200 or more workers)
than for workers in small firms
(3-199 workers) across all types
of plans. For PPO preferred
providers, for example, the
average worker in a small firm
must pay a deductible of $311,
compared to $259 for those in
large firms (Exhibit 7.2). 

• For HMO coverage, a $10
copayment continues to be
the most common copayment
amount for physician visits,
applying to about half of cov-
ered workers in HMOs. About
29% of covered workers face a
$15 per visit copayment. The
percentage of workers with a
copayment of $5 fell from 11%
to 5% this year, while the per-
centage of workers facing a
$20 per visit copayment
increased from 2% to 11%
(Exhibits 7.5, 7.6). 

• Workers enrolled in a staff or
group model HMO continue
to be most likely not to face
copayments for office visits, 
at 5%, though this number is
down from 10% in 2001.

• Significant proportions of cov-
ered workers in PPOs (45%)
and POS plans (40%) face
coinsurance rates of 30% or
more for services received from
non-preferred providers. Such
substantial cost-sharing for out-
of-network services may sub-
stantially diminish the value 
of enrollees’ broader choice 
options (Exhibits 7.8, 7.9). 

• Tiered insurance plans, in
which members must pay
more to use certain physicians
and hospitals based on their
cost, and in some cases their
quality, remain relatively un-
common but are growing in
use. Five percent of workers in
HMOs and PPOs are in such
tiered plans, as are 9% of work-
ers in POS plans (Exhibit 7.4).

n o t e :

7 Willard G. Manning, Joseph P. Newhouse, Naihua Duan, Emmett Keeler, Arleen Leibowitz, and M. Susan Marquis, 
“Health Insurance and the Demand for Medical Care: Results from a Randomized Experiment,” American Economic 

Review, June 1987, 77:3, pp. 251-277. Kathleen N. Lohr, Robert H. Brook, Caren J. Kamberg, George A. Goldberg, 
Arleen Leibowitz Joan Keesey, David Reboussin, and Joseph P. Newhouse, “Use of Medical Care in the RAND Health 
Insurance Experiment: Diagnosis and Service Specific Analyses in a Randomized Controlled Trial,” Medical Care, 24: 9,
Supplement, September 1986, pp.
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7

1988

1993

1996

2000

2001

2002

Average Annual Deductibles for Single Coverage in Conventional, PPO, and POS Plans, 1988-2002

exhibit 7.1
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84

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for POS plans in 1988 and 1993.
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7

Average Annual Deductible for Typical Covered Worker, by Firm Size and Plan Type,
2002

Exhibit 7.2

Single Coverage Family Coverage

CONVENTIONAL PL ANS

All Small Firms (3-199 Workers) $314 $674

Midsize (200-999 Workers) 196 511

Large (1,000-4,999 Workers) 280 683

Jumbo (5,000+ Workers) 273 722

ALL FIRM SIZE S $270 $665

Single Coverage Single Coverage
Preferred Provider Non-Preferred Provider

PPO PL ANS

All Small Firms (3-199 Workers) $311 $527

Midsize (200-999 Workers) 221 415

Large (1,000-4,999 Workers) 182* 390*

Jumbo (5,000+ Workers) 310 529

ALL FIRM SIZE S $276 $488

POS PL ANS

All Small Firms (3-199 Workers) $105* $470

Midsize (200-999 Workers) 64 387

Large (1,000-4,999 Workers) 38 368

Jumbo (5,000+ Workers) 22* 385

ALL FIRM SIZE S $ 59 $413

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms within a type.

Preferred providers: providers that are part of a plan’s approved list of doctors 
and hospitals; consumers generally pay lower cost sharing when using these providers.

Non-preferred providers: providers that are not part of a plan’s approved list of doctors 
and hospitals.
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7

Average Annual Deductible for Typical Covered Worker in Conventional, PPO, and
POS Plans, by Region, 2002

Exhibit 7.3

Single Coverage Single Coverage 

CONVENTIONAL PL ANS

Northeast $202 $531

Midwest 274 642

South 321 880*

West 286 675

ALL REGIONS $270 $665

Single Coverage Single Coverage 
Preferred Provider Non-Preferred Provider

PPO PL ANS

Northeast $150* $437

Midwest 260 449

South 318 544

West 352 455

ALL REGIONS $276 $488

POS PL ANS

Northeast $38 $424

Midwest 96 441

South 71 392

West 45 402

ALL REGIONS $59 $413

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Regions within a type.

Preferred providers: providers that are part of a plan’s approved list of doctors 
and hospitals; consumers generally pay lower cost sharing when using these providers.

Non-preferred providers: providers that are not part of a plan’s approved list of doctors 
and hospitals.
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7

Percentage of Covered Workers in HMO, PPO, and POS Plans Whose Plan Has Introduced or Has
Considered Introducing a Tiered Cost-Sharing Arrangement for Doctor or Hospital Visits, 2002

Exhibit 7.4

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

INTRODUCED TIERED
PROVIDER BENEFITS

AMONG FIRMS NOT OFFERING
A TIERED PROVIDER BENEFIT,

THOSE WHO HAVE CONSIDERED
INTRODUCING TIERED BENEFITS

HMO

PPO

HMO

PPO

5% 95% 1%

5% 94% 1%

POS 9% 90% 1%

15% 83% 2%

10% 86% 4%

POS 12% 86% 2%

DON’T KNOW

NO

YES

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
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7

1996

1998

2000

2001

2002

Percentage of Covered Workers Facing HMO Copayments for Physician Visits, 1996-2002

exhibit 7.5

0%

10%

20%

30%

40%

50%

60%

70%

DON'T KNOWOTHER$20 PER VISIT$15 PER VISIT$10 PER VISIT$5 PER VISIT$2 PER VISITNO COPAY

10

23

20

54

61

10

0 0 0

11*

29

49

5*

11

13

55

23

6

1
2

00

3

0

7

19*

11

50

5

24

2 2 1
3 3 3

5

9

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002. 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.
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7

Percentage of Covered Workers Facing HMO Copayments for Physician Visits, 
by HMO Type, 2002*

Exhibit 7.6

IPA Staff/Group Mixed All HMO 
Types

No Copayment 1% 5% 4% 3%

$2 Per Visit 0 0 0 0

$5 Per Visit 5 14 3 5

$10 Per Visit 51 38 49 49

$15 Per Visit 33 33 22 29

$20 Per Visit 5 9 19 11

Other 4 1 2 3

Don’t Know 0 0 0 0

TOTAL 100% 100% 100% 100%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All HMO Types.

IPA (Independent Practice Association) model HMO: an HMO model in which the HMO contracts with a physician
organization, which, in turn, contracts with independent physicians. The IPA physicians practice in their own 
offices and continue to see fee-for-service patients.

Staff model HMO: a model in which the HMO employs health care providers directly. The providers are employees
of the HMO, and provide care exclusively to HMO members.

Group model HMO: an HMO in which the plan contracts exclusively with a single group of physicians.
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7

Percentage of Covered Workers Facing Various Coinsurance Rates in Conventional Plans, 
by Firm Size, 2002*

Exhibit 7.7

0% 16% 10% 3% 0% 7%

10%     1 19 5 2 5

15%         1 4 0 0 1

20%        50 51 85 93 72

25%        0 0 4 3 2

30%        7 0 1 0 2

Rate Varies 0 0 0 2 1

Other 22 15 2 0 9

Don’t Know 4 0 0 0 1

TOTAL 100% 100% 100% 100% 100%

All Small 
Firms (3-199 

Workers)

Midsize 
(200-999
Workers)

Large 
(1,000-4,999 

Workers)

Jumbo 
(5,000+
Workers)

All Firm 
Sizes

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Firms.

Coinsurance rates: a cost sharing arrangement in which a member pays a specified proportion of the bills 
for services received.
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7

Percentage of Covered Workers Facing Coinsurance Rates and Copayments in PPO Plans, 
by Firm Size, 2002

Exhibit 7.8

Preferred Provider

COINSURANCE RATE W ORKER PAYS
0% 15% 2% 9% 6% 8%
10% 35 38 35 39 37
15% 0 2 7 5 4
20% 41 51 43 48 46
25% 4 4 0 1 2
30% 0 1 0 1 1
40% 0 0 4 0 1
Varies 1 1 0 0 0
Other 1 0 0 0 0
Don’t Know 4 0 0 1 1

TOTAL 100% 100% 100% 100% 100%

COPAYMENTS W ORKER PAYS
$5 4% 4% 0% 1% 2%
$10 29 39 41 36 35
$15 29 36 41 25 31
$20 29 19 12 30 25
Other 9 3 7 8 7
Don’t Know 0 0 0 0 0

TOTAL 100% 100% 100%* 100% 100%

Non-Preferred Provider

COINSURANCE RATE W ORKER PAYS
0% 6% 3% 5% 4% 5%
10% 5 6 5 2 4
15% 0 0 0 1 0
20% 34 30 22 30 30
25% 3 3 1 5 4
30% 17 38 39 27 27
35% 0 2 3 2 2
40% 16 13 15 17 16
Varies 0 0 1 3 1
Other 3 4 9 6 5
Don’t Know 15 2 0 2 6

TOTAL 100%* 100% 100%* 100% 100%

All Small 
Firms (3-199  

Workers)

Midsize 
(200-999
Workers)

Jumbo 
(5,000+ 
Workers)

All Firm
Sizes 

Large 
(1,000-4,999

Workers)

All Small 
Firms (3-199  

Workers)

Midsize 
(200-999
Workers)

Jumbo 
(5,000+ 
Workers)

All Firm
Sizes

Large 
(1,000-4,999

Workers)

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

NSD: Not sufficient data. 

Preferred providers: providers that are part of a plan’s 
approved list of doctors and hospitals; consumers generally 
pay lower cost sharing when using these providers.

Non-preferred providers: providers that are not part of a 
plan’s approved list of doctors and hospitals.

* Distribution is statistically different from All Firms.
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7

Percentage of Covered Workers Facing Coinsurance Rates and Copayments in POS Plans, 
by Firm Size, 2002*

Exhibit 7.9

Preferred Provider

COINSURANCE RATE W ORKER PAYS
0% NSD NSD NSD NSD 11%
10% NSD NSD NSD NSD 24
15% NSD NSD NSD NSD 2
20% NSD NSD NSD NSD 42
25% NSD NSD NSD NSD 3
30% NSD NSD NSD NSD 10
Varies NSD NSD NSD NSD 3
Other NSD NSD NSD NSD 1
Don’t Know NSD NSD NSD NSD 4

TOTAL NSD NSD NSD NSD 100%

COPAYMENTS W ORKER PAYS
$5 3 6 1 7 5
$10 41 38 44 43 42
$15 35 30 37 35 34
$20 15 18 17 7 12
Other 6 8 1 1 3
Don’t Know 1 0 0 8 3

TOTAL 100% 100% 100% 100% 100%

Non-Preferred Provider

COINSURANCE RATE W ORKER PAYS
0% 4% 8% 9% 4% 5%
10% 3 2 2 0 2
20% 37 33 23 24 30
25% 4 1 1 7 4
30% 20 28 29 32 27
35% 2 0 2 0 1
40% 9 7 18 16 12
Varies 0 1 2 0 0
Other 3 7 6 10 6
Don’t Know 19 13 9 7 12

TOTAL 100% 100% 100% 100% 100%

All Small 
Firms (3-199  

Workers)

Midsize 
(200-999
Workers)

Jumbo 
(5,000+
Workers)

All Firm
Sizes

Large 
(1,000-4,999

Workers)

All Small 
Firms (3-199  

Workers)

Midsize 
(200-999
Workers)

Jumbo 
(5,000+
Workers)

All Firm
Sizes

Large 
(1,000-4,999

Workers)

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

NSD: Not sufficient data.  

Preferred providers: providers that are part of a plan’s 
approved list of doctors and hospitals; consumers generally 
pay lower cost sharing when using these providers.

Non-preferred providers: providers that are not part of a 
plan’s approved list of doctors and hospitals.

* Tests found no statistically different distributions from All Firms.
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HEALTH BENEFITS

B e n e f i t  p a c k a g e s  i n  e m p l o y e r - b a s e d  h e a l t h  p l a n s  h a v e  g r o w n  m o r e  g e n e r o u s

o v e r  t h e  p a s t  t w e n t y  y e a r s ,  m o s t  n o t a b l y  w i t h  r e g a r d  t o  p r e s c r i p t i o n  d r u g

c o v e r a g e  a n d  p r e v e n t i v e  s e r v i c e s .  T h e  s h i f t  f r o m  c o n v e n t i o n a l  t o  m a n a g e d

c a r e  p l a n s  e x p l a i n s  m u c h  o f  t h i s  i n c r e a s e .  M a n a g e d  h e a l t h  p l a n s  h a v e  h i s t o r i c a l ly

e m p h a s i z e d  p r e v e n t i v e  c a r e  s u c h  a s  p h y s i c a l s  a n d  m a m m o g r a p h y  s c r e e n i n g s

a n d  c o m p r e h e n s i v e  c a r e  i n c l u d i n g  c o v e r a g e  f o r  p r e s c r i p t i o n s  d r u g s .

H o w e v e r ,  i n  2 0 0 2  f o r  t h e  f i r s t  t i m e  i n  s e v e r a l  y e a r s ,  t h e  p e r c e n t a g e  o f  w o r k e r s

i n  f i r m s  t h a t  r e p o r t  a  d e c r e a s e  i n  t h e  l e v e l  o f  b e n e f i t s  o f f e r e d  i s  g r e a t e r

t h a n  t h e  p e r c e n t a g e  r e p o r t i n g  i n c r e a s e s .

• Most workers experienced no
change in benefits in 2002.
Depending on the type of
health plan, between 66% and
83% of covered workers expe-
rienced no change in the level
of their benefits in the past
year. This year, a greater num-
ber of firms report a decease
in benefits (17%) than those
that report benefit increases
(10%) (Exhibit 8.1).

• The percentage of firms
reporting benefit reductions
has been rising over the last
several years, from 7% of all
firms in 2000 to 17% of all
firms in 2002 (EXHIBIT 8.2). 

• The vast majority of health
plans offer benefits that might
be considered “standard cov-
erage”, including: prescription
drugs, prenatal care, an annual
adult physical, an annual visit to
the obstetrician/gynecologist,
well-baby visits, and outpatient
and in-patient mental health
services (Exhibits 8.3, 8.4).

• In general, larger firms offer
somewhat more generous
benefits than smaller firms.

• HMO and POS plans tend
to offer the most compre-
hensive benefits packages,
while conventional plans
provide less comprehensive
offerings. HMOs, in partic-
ular, are most likely to offer
preventive care. Among cov-
ered workers in HMOs, 98%
are covered for annual
adult physicals and 99%
have obstetrics/gynecology
coverage. In contrast, in
PPO plans, 88% are covered
for adult physicals and 93%
are covered for visits to the
obstetrician/gynecologist.

• All types of plans are less
likely to cover oral contra-
ceptives than other types of
prescription drugs (99%),
although 78% of covered
workers now have coverage
for oral contraceptives.

• Across all plan types, only
32% of firms cover acupunc-
ture, while 80% cover chiro-
practic services, virtually
unchanged from 2000.

• The vast majority of workers in
PPO and conventional plans
have the protection of an out-
of-pocket maximum for health
care expenses. There was little
change in these limits from
2000 to 2002 (Exhibits 8.5, 8.6). 

• Lifetime limits on benefits –
the maximum amount of ben-
efits a plan will pay for an
employee over his or her life-
time – are common, though
less so in the last few years.
Just under half (44%) of work-
ers in conventional plans have
a lifetime limit on coverage, as
do 67% of those in PPO plans
(Exhibits 8.7, 8.8). 
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• The percentage of workers
with no lifetime limits has
increased since 2000, from
21% to 29% for conven-
tional plans, and from
19% to 24% for PPO plans
(EXHIBITS 8.7, 8.8).

• Only 1% of workers in con-
ventional plans and 2% of
workers in PPO plans have a
lifetime limit of $250,000 or
less (EXHIBIT 8.7).

• Concurrent utilization review
(UR) for inpatient care is preva-
lent across plan types – 62% of
firms report that they require
UR, although 19% report that
they are uncertain whether or
not UR is required. The per-
centage of employees in in-
demnity, PPO and POS plans
subject to UR for hospital stays
has declined from 79% in 1996
to 61% in 2002 (Exhibit 8.9).

• Limits on benefits for specific
diseases are quite rare; across
the four plan types, only 6% 
to 8% of plans place disease-
specific limitations on bene-
fits (Exhibit 8.10). 
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8

How Levels of Benefits for Covered Workers Compare to Last Year, by Plan Type, 2002*

Exhibit 8.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Plans.

LESS THAN 
LAST YEAR

16%

MORE THAN 
LAST YEAR

5%

SAME AS 
LAST YEAR

82%

LESS THAN 
LAST YEAR

13%

MORE THAN 
LAST YEAR

5%

CONVENTIONAL

SAME AS
 LAST YEAR

73% LESS THAN 
LAST YEAR

17%

MORE THAN 
LAST YEAR

10%

ALL PLANS

SAME AS 
LAST YEAR

83%

LESS THAN 
LAST YEAR

12%

MORE THAN 
LAST YEAR

5%

HMO

SAME AS 
LAST YEAR

80%

POS

SAME AS 
LAST YEAR

66%

MORE THAN 
LAST YEAR

14%

LESS THAN 
LAST YEAR

19%

PPO
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8

Percentage of Covered Workers in Firms Reporting a Decrease in the Level of Benefits Compared
to the Previous Year, 2000, 2001 and 2002

Exhibit 8.2

ALL PLANSPOSPPOHMOCONVENTIONAL

4%

8%

13%

6%

9%

12%

7%

12%*

19%*

8%

10%

16%

7%

11%*

17%*

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

2001

2002

2000

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002.

* Estimate is statistically different from the previous year shown: 2000-2001, 2001-2002.
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8

All Small Firms All Large Firms All Firms
(3-199 Workers) (200+ Workers)

ALL PL ANS

Adult Physicals 90% 90% 90%

Prescription Drugs 99 99 99

Outpatient Mental 94* 99* 98

Inpatient Mental 89* 99* 96

Annual ob/gyn Visit 94 93 93

Prenatal Care 94 98 97

Oral Contraceptives 62* 85* 78

Well-Baby Care 91 95 94

Acupuncture 28 34 32

Chiropractic 69* 85 80

Percentage of Covered Workers With Selected Benefits, by Firm Size, 2002

Exhibit 8.3

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.
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8

All Small Firms All Large Firms All Firms
(3-199 Workers) (200+ Workers)

CONVENTIONAL PL ANS

Adult Physicals 71% 65% 67%
Prescription Drugs 92 99 97
Outpatient Mental 87 99 96
Inpatient Mental 82 99 94
Annual ob/gyn Visit 75 74 74
Prenatal Care 83 79 80
Oral Contraceptives 32 46 42
Well-Baby 68 70 69
Acupuncture 34 42 39
Chiropractic 83 78 79

HMO PL ANS

Adult Physicals 93% 99% 98%
Prescription Drugs 98 99 99
Outpatient Mental 93 99 98
Inpatient Mental 90* 99 97
Annual ob/gyn Visit 98 100 99
Prenatal Care 96 100 99
Oral Contraceptives 68* 89 85
Well-Baby 94 100* 98
Acupuncture 19 28 26
Chiropractic 58* 75 72

PPO PL ANS

Adult Physicals 89% 88% 88%
Prescription Drugs 100 100 100
Outpatient Mental 93 99* 97
Inpatient Mental 88* 99* 96
Annual ob/gyn Visit 94 93 93
Prenatal Care 94* 99* 98
Oral Contraceptives 63* 82 76
Well-Baby 90 95 94
Acupuncture 31 34 33
Chiropractic 75* 89 85

POS PL ANS

Adult Physicals 94% 94% 94%
Prescription Drugs 100 99 99
Outpatient Mental 96 98 98
Inpatient Mental 91 97 95
Annual ob/gyn Visit 95 96 96
Prenatal Care 94 98 97
Oral Contraceptives 61* 90* 80
Well-Baby 94 98 97
Acupuncture 30 39 35
Chiropractic 59* 86* 76

Percentage of Covered Workers in Conventional, HMO, PPO, and POS Plans With 
Selected Benefits, by Firm Size, 2002

Exhibit 8.4

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.
* Estimate is statistically different from

All Firms within a plan type
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8

Maximum Out-of-Pocket Liability for an Individual With Single Coverage in PPO Plans, 
by Firm Size, 2000 and 2002

Exhibit 8.5

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2002 24% 13%21% 11% 5% 9% 4% 14%

2000* 21% 11%14% 7% 11% 11% 3% 21%

30% 14%19% 11% 7% 10% 3% 7%2000

29% 14%20% 12% 6% 9% 6%4%2002

2002* 27% 21%12% 17% 3% 15% 4% 1%

2000* 29% 16%22% 13% 4% 10% 3%3%

2000* 31% 25%9% 10% 11% 10% 1% 3%

2002 24% 18%17% 13% 7% 11% 6%5%

2000 27% 17%15% 10% 9% 10% 2% 9%

ALL SMALL FIRMS
(3–199 Workers)

MIDSIZE
(200–999  Workers)

JUMBO
(5,000+ Workers)

LARGE
(1,000–4,999  Workers)

ALL FIRM SIZES

2002 21% 22%13% 12% 13% 1%5%11%

$999 OR LESS

$1,000 – $1,499

$1,500 – $1,999

$2,000 – $2,499

$2,500 – $2,999

$3,000 OR MORE

DON’T KNOW

NO LIMIT

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2002.

* Distribution is statistically different from All Firms by year.
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8

Maximum Out-of-Pocket Liability for an Individual With Single Coverage in Conventional Plans, 
by Firm Size, 2000 and 2002

Exhibit 8.6

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2002 15% 15%23% 8% 2% 7% 2% 28%

ALL SMALL FIRMS
(3–199 Workers)

MIDSIZE
(200–999  Workers)

JUMBO
(5,000+ Workers)

LARGE
(1,000–4,999  Workers)

ALL FIRM SIZES

2000* 24% 29%22% 18%

1%

3%3%

27% 16%15% 7% 9% 24%2000*

1%

3%

2000* 22% 30%23% 2% 2%5% 13%

3%

2002 32% 15%36% 4%

2%
2% 5%5%

2000* 35% 14%5% 25% 9% 4% 8%

2002 26% 16%25% 7% 2% 7% 12%6%

2002 24% 19%13% 8% 2% 12% 18% 4%

2000 28% 22%15% 13% 2% 5% 4% 11%

<1%

2002 32% 18%11% 10% 16% 4% 10%

$999 OR LESS

$1,000 – $1,499

$1,500 – $1,999

$2,000 – $2,499

$2,500 – $2,999

$3,000 OR MORE

DON’T KNOW

NO LIMIT

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2002.

* Distribution is statistically different from All Firms by year.
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8

Maximum Lifetime Benefit Payable to an Individual With Single Coverage in PPO Plans, 
by Firm Size, 2000 and 2002

Exhibit 8.7

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2000* 65%3% 4% 10% 19%

2000* 66%1% 30% 2%

2000 69%1% 19% 11%

2000 68%1%

3%

19% 9%

2000* 76%5%2% 15% 2%

ALL SMALL FIRMS
(3–199 Workers)

MIDSIZE
(200–999  Workers)

LARGE
(1,000–4,999  Workers)

ALL FIRM SIZES

2002* 53%5%5% 15% 23%

2002* 62%1% 34% 2%

2002 62%2%3% 24% 9%

2002 62%4%1% 26% 6%

2002* 78% 18% 2%<1%
1%

2%

1%

JUMBO
(5,000+ Workers)

$250,000 OR LESS

$250,001 – $999,999

ONE MILLION OR MORE

UNLIMITED

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2002.

* Distribution is statistically different from All Firms by year.
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8

Maximum Lifetime Benefit Payable to an Individual With Single Coverage in Conventional Plans, 
by Firm Size, 2000 and 2002

Exhibit 8.8

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2000* 68%3% 6% 9% 14%

2000* 55%7% 9% 28%

2000* 54%5% 40% 2%

2000 63%2% 4% 21% 10%

2000* 81%1%
2%

2%

14% 3%

ALL SMALL FIRMS
(3–199 Workers)

MIDSIZE
(200–999  Workers)

JUMBO
(5,000+ Workers)

LARGE
(1,000–4,999  Workers)

ALL FIRM SIZES

2002 4%3% 36% 10% 47%

2002* 81% 19% 1%

2002 76% 19% 2%1%

2002 19% 49% 31%1%

2002 42% 29% 26%1%

1%

1%

$250,000 OR LESS

$250,001 – $999,999

ONE MILLION OR MORE

UNLIMITED

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2002.

* Distribution is statistically different from All Firms by year.
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8

Percentage of Workers in Firms That Report Concurrent Utilization Review for Inpatient Care, 
by Plan Type, 2002

Exhibit 8.9

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

POS

ALL FIRMS

ALL LARGE FIRMS*
(200+ Workers) 

HMO

ALL FIRMS

ALL SMALL FIRMS*
(3–199 Workers) 

ALL LARGE FIRMS
(200+ Workers)

CONVENTIONAL

ALL FIRMS

ALL SMALL FIRMS*
(3–199 Workers) 

ALL LARGE FIRMS
(200+ Workers)

ALL SMALL FIRMS*
(3–199 Workers) 

PPO

ALL FIRMS

ALL LARGE FIRMS*
(200+ Workers) 

ALL SMALL FIRMS*
(3–199 Workers) 

22%61% 18%

42%25% 33%

16%13%71%

22%63% 15%

46%22% 32%

13%79% 8%

16%63% 21%

8%74% 17%

33%39% 28%

22%58% 20%

16% 11%74%

42%31% 28%

ALL PLANS

ALL FIRMS

ALL LARGE FIRMS*
(200+ Workers) 

ALL SMALL FIRMS*
(3–199 Workers) 

19%62% 19%

16% 11%78%

37%35% 28%

YES

NO

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms by Plan Type.
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8

Percentage of Workers in Firms That Report a Limit on Benefits for Specific Diseases, 
by Plan Type, 2002*

Exhibit 8.10

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

CONVENTIONAL

HMO

PPO

POS

20%7% 73%

7%8% 86%

6%7% 87%

7%6% 87%

ALL PLANS 7%8% 86%

YES

NO

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions by Plan Type.
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9 PRESCRIPTION DRUG AND MENTAL HEALTH BENEFITS

O v e r  t h e  p a s t  f e w  y e a r s ,  e m p l o y e r s  h a v e  g i v e n  s i g n i f i c a n t  a t t e n t i o n  t o  w a y s  t o

c o n t r o l  t h e  i n c r e a s i n g  c o s t  o f  p r e s c r i p t i o n  d r u g  a n d  m e n t a l  h e a l t h  b e n e f i t s .

E m p l o y e r s  h a v e  u t i l i z e d  a  v a r i e t y  o f  s t r a t e g i e s  t o  r e d u c e  t h e i r  e x p e n s e s ,

i n c l u d i n g  c o s t - s h a r i n g  a r r a n g e m e n t s  u n d e r  w h i c h  t h e  w o r k e r  i s  g i v e n  a n  i n c e n t i v e

t o  s e l e c t  l e s s  e x p e n s i v e  d r u g s ,  a n d  i n c r e a s i n g  d r u g  c o p a y m e n t s  ( c o p a y s ) ,  w h i c h

d i r e c t l y  s h i f t s  c o s t s  t o  w o r k e r s .  T h i s  y e a r ,  m o r e  w o r k e r s  f a c e  f i n a n c i a l

i n c e n t i v e s  t o  e l e c t  g e n e r i c  d r u g s ,  a s  w e l l  a s  h i g h e r  p r e s c r i p t i o n  c o p a y s ,

e s p e c i a l l y  f o r  n o n - p r e f e r r e d  d r u g s .  

P r e s c r i p t i o n  d r u g  a n d  m e n t a l  h e a l t h  “ c a r v e  o u t s , ”  w h e r e  h e a l t h  p l a n s  p r o v i d e

s e r v i c e s  t h r o u g h  s e p a r a t e  a d m i n i s t r a t i v e  a r r a n g e m e n t s  i n  a n  a t t e m p t  t o  b e t t e r

c o n t r o l  s p e n d i n g ,  a r e  o t h e r  c o m m o n  f o r m s  o f  c o s t  m a n a g e m e n t .  

P R E S C R I P T I O N  D R U G

B E N E F I T S

• Prescription drugs continue 
to be a standard benefit pro-
vided to covered workers
(Exhibits 8.3, 8.4). To combat
rising prices, firms are doing
more to encourage use of
generic drugs and preferred
brand name drugs.

• The use of three-tier cost-
sharing arrangements, where
a worker faces one copay for
generic drugs, a higher one
for preferred drugs (brand
name drugs with no generic
substitutes), and an even
higher one for non-preferred
drugs (brand name drugs
with generic substitutes) has
increased over the past two
years, growing from 29% of
covered workers in 2000 to
57% in 2002 (EXHIBIT 9.1).

Over the same timeframe,
two-tier cost-sharing arrange-
ments (different payment
levels for generic and brand
name drugs), declined from
49% to 28% of covered work-
ers. The prevalence of plans
that charge workers the same
amount regardless of the
type of drug purchased has
also declined.

• The majority of workers in
conventional, HMO, PPO,
and POS plans have either a
two-tier or three-tier cost-
sharing formula for prescrip-
tion drugs (EXHIBIT 9.2).

• The average copayment re-
quirement for employees
when buying a non-preferred
drug (brand name drug when
a generic is available) has
risen from $16 in 2000 to $26
in 2002 (Exhibit 9.3).

• Copays average $9 for
generics, $17 for preferred
drugs, and $26 for non-
preferred drugs, with little
variation by plan type.
Average copays for non-pre-
ferred drugs have increased
over the last year, especially
in PPO plans, where the
copay for such drugs in-
creased from $21 in 2001 to
$27 in 2002. 

• For workers with coinsur-
ance rather than copays,
cost-sharing levels average
21% for generic drugs, 24%
for preferred drugs, and
28% for non-preferred drugs
(EXHIBIT 9.4).

• Sixty-nine percent of covered
workers are in plans that use a
formulary that restricts which
drugs will be covered, up from
58% in 2001 and 43% in 2000
(Exhibits 9.5, 9.6).
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9• Thirty percent of covered
workers are in firms that
“carve out” prescription drugs
and provide them separately
from their standard health
plans, a similar percentage to
last year (Exhibits 9.7, 9.8).

• Among these firms, employers
reported that prescription
costs for family coverage
increased 16% – an even
faster rate of increase than
overall premium growth. 

M E N T A L H E A LT H  B E N E F I T S  

• Health plans continue to
limit the use of mental health 
services.

• Nearly one-third (32%) of
covered workers have cover-
age which restricts benefits
for outpatient mental
health to 20 or fewer visits
per year. Just 12% of covered
workers have coverage which
provides unlimited outpa-
tient mental health visits
(EXHIBIT 9.11).

• About half of covered work-
ers have coverage which lim-
its inpatient mental health
benefits to 30 or fewer days
per year. Eighteen percent
of covered workers have cov-
erage for unlimited inpa-
tient mental health days
(EXHIBIT 9.12).

• The percentage of covered
workers whose mental health
benefits are carved out – 
provided through administra-
tive arrangements separate
from the employer health
plan – declined slightly this
year, from 22% in 2001 to 16%
in 2002. Mental health carve
outs are the most common
among workers covered by
conventional plans and POS
plans (34%) (Exhibit 9.9). 

• Covered workers in small
firms (3-199 workers) are
less likely to have mental
health benefits carved out
from their plan (8%) than
those in large firms with
200 or more workers (20%)
(EXHIBIT 9.10). 
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9
Percentage of Covered Workers Facing Different Cost-Sharing Formulas for Prescription Drug
Benefits, 2000, 2001 and 2002

Exhibit 9.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002.

19%29% 49%

22%36% 37% 5%

4%

2001*

13%57% 28% 2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2002*

2000

THREE-TIER = ONE PAYMENT FOR GENERIC DRUGS, ANOTHER 

FOR PREFERRED DRUGS, AND A THIRD FOR NON-PREFERRED

DRUGS

TWO-TIER = ONE PAYMENT FOR GENERIC DRUGS AND ONE FOR 

ALL NAME BRAND DRUGS

PAYMENT THE SAME REGARDLESS OF TYPE OF DRUG

OTHER/DON’T KNOW

* Distribution is statistically different from the previous year shown: 2000-2001, 2001-2002.

Generic drugs: a drug product that is no longer covered by patent protection and thus may be produced and/or 
distributed by many firms.

Preferred drugs: brand name drugs with no generic substitutes.

Non-preferred drugs: brand name drugs with generic substitutes.

Brand name drugs: generally, a drug product that is covered by a patent and is thus manufactured and sold exclusively 
by one firm. Cross licensing occasionally occurs, allowing an additional firm to market the drug. After the patent expires, 
multiple firms can produce the drug product, but the brand name or trademark remains with the original manufacturer’s 
product.
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Percentage of Covered Workers Facing Different Cost-Sharing Formulas for Prescription Drug
Benefits in Conventional, HMO, PPO and POS Plans, by Firm Size, 2002

Exhibit 9.2

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms by Plan Type.

Note: See definitions from Exhibit 9.1 on previous page.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

CONVENTIONAL

52%7% 41% 0%
ALL SMALL FIRMS

(3–199 Workers)

16%42% 40% 2%
ALL LARGE FIRMS

(200+ Workers)

26%33% 40% 1%ALL FIRMS

ALL PLANS

17%49% 32% 1%
ALL SMALL FIRMS

(3–199 Workers)

12%61% 26% 2%
ALL LARGE FIRMS

(200+ Workers)

13%57% 28% 2%ALL FIRMS

HMO

22%44% 34% 0%ALL SMALL FIRMS
(3–199 Workers)

*

*

11%63% 24% 2%ALL LARGE FIRMS
(200+ Workers)

13%59% 26% 2%ALL FIRMS

ALL SMALL FIRMS
(3–199 Workers)

11%51% 38% 0%

POS

8%59% 31% 2%
ALL LARGE FIRMS

(200+ Workers)

9%56% 33% 2%ALL FIRMS

PPO

16%53% 30% 2%ALL SMALL FIRMS
(3–199 Workers)

11%61% 26%ALL LARGE FIRMS
(200+ Workers)

13%58% 27% 2%ALL FIRMS

2%

THREE-TIER = ONE PAYMENT FOR GENERIC DRUGS, ANOTHER 

FOR PREFERRED DRUGS, AND A THIRD FOR NON-PREFERRED

DRUGS

TWO-TIER = ONE PAYMENT FOR GENERIC DRUGS AND ONE FOR 

ALL NAME BRAND DRUGS

PAYMENT THE SAME REGARDLESS OF TYPE OF DRUG

OTHER/DON’T KNOW
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9
Average Copays for Generic Drugs, Preferred Drugs, and Non-Preferred Drugs, 2000, 2001
and 2002

Exhibit 9.3

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002.

* Estimate is statistically different from previous year by drug tier, 2000-2001, 2001-2002.

Generic drugs: a drug product that is no longer covered by patent protection and thus may be produced and/or 
distributed by many firms.

Preferred drugs: brand name drugs with no generic substitutes.

Non-preferred drugs: brand name drugs with generic substitutes.

Brand name drugs: generally, a drug product that is covered by a patent and is thus manufactured and sold exclusively 
by one firm. Cross licensing occasionally occurs, allowing an additional firm to market the drug. After the patent expires, 
multiple firms can produce the drug product, but the brand name or trademark remains with the original manufacturer’s 
product.

Note: On average, generic drugs cost $7.68 in 2000, $8.19 in 2001, and $8.80 in 2002.
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Average Coinsurance Rate for Generic Drugs, Preferred Drugs, and Non-Preferred Drugs, in
Conventional, HMO, PPO, and POS Plans, 2002

Exhibit 9.4

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Plans by plan type.

NSD: Not sufficient data.

Generic drugs: a drug product that is no longer covered by patent protection and thus may be produced and/or 
distributed by many firms.

Preferred drugs: brand name drugs with no generic substitutes.

Non-preferred drugs: brand name drugs with generic substitutes.

Brand name drugs: generally, a drug product that is covered by a patent and is thus manufactured and sold exclusively 
by one firm. Cross licensing occasionally occurs, allowing an additional firm to market the drug. After the patent expires, 
multiple firms can produce the drug product, but the brand name or trademark remains with the original manufacturer’s 
product.
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9
Percentage of Covered Workers in Plans With a Formulary That Restricts Which Drugs 
Will Be Covered in Conventional, HMO, PPO, and POS Plans, by Firm Size, 2002

Exhibit 9.5

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms within a plan type.
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65% 31%ALL FIRMS

64% 34%
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Percentage of Covered Workers With A Formulary That Restricts Which Drugs Will Be Covered,
by Plan Type, 2000, 2001 and 2002

Exhibit 9.6

ALL PLANSPOSPPOHMOCONVENTIONAL
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76%

37%
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65%*
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58%*

72%*

43%

58%*

69%*

2000

2001

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002.

* Estimate is statistically different from previous year for years 2000-2001, 2001-2002.
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9
Percentage of Covered Workers With Prescription Drug Carve Outs, by Plan Type, 1998-2002*

Exhibit 9.7
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38%

35%

48%

17%

35%

30% 30%

33%
32%

29%

35%

1998

1999

2000

2001

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1998.

* Tests found no statistically different estimates from the previous year shown: 
1998-1999, 1999-2000, 2000-2001, 2001-2002.
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Conventional HMO PPO POS All Plans

FIRM SIZE

All Small Firms (3-199 Workers) 8%* 13% 19%* 17%* 17%*

Midsize (200-999 Workers) 36 10 27* 24 23

Large (1,000-4,999 Workers) 26 15 35 40 30

Jumbo (5,000+ Workers) 84* 21 54* 42 44*

REGION

Northeast 36% 19% 45% 32% 34%

Midwest 63 21 31 24 32

South 40 15 34 32 30

West 23 14 34 28 24

ALL REGIONS AND FIRM SIZE S 48% 17% 35% 30% 30%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms within a plan type.

Percentage of Covered Workers in Firms That Carve Out Their Prescription Drug Benefits, 
by Firm Size and Region, 2002

Exhibit 9.8
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Percentage of Covered Workers in Firms That Carve Out Mental Health Benefits, 
by Plan Type, 1998-2002*

Exhibit 9.9
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1998
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2000

2001

2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1998.

* Tests found no statistical difference from the previous year shown: 1998-1999, 1999-2000, 2000-2001, 2001-2002.
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Percentage of Covered Workers in Firms That Carve Out Their Mental Health Benefits, 
by Firm Size and Region, 2002

Exhibit 9.10

Conventional HMO PPO POS All Plans

FIRM SIZE

All Small Firms (3-199 Workers) 6%* 5%* 9%* 8%* 8%*

Midsize (200-999 Workers) 2* 7 12 15 11

Large (1,000-4,999 Workers) 11 18 18 31 21

Jumbo (5,000+ Workers) 70 18 23 25 22

REGION

Northeast 7% 8% 9%* 14% 10%

Midwest 58 30 18 15 24

South 6* 8 18 21 15

West 6* 14 17 23 16

ALL REGIONS AND FIRM SIZE S 34% 14% 16% 18% 16%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firm Sizes.
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9
Percentage of Covered Workers With Various Outpatient Mental Health Visit Annual Maximums,
by Plan Type, 2002*

Exhibit 9.11

Conventional HMO PPO POS All Plans

20 Visits or Less 26% 41% 26% 34% 32%

21 to 30 Visits 16 23 28 19 24

31 to 50 Visits 5 8 12 9 11

More than 50 Visits 5 5 7 9 7

Unlimited 30 10 15 14 12

Don’t Know 18 14 10 15 14

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Plans.

Percentage of Covered Workers With Various Inpatient Mental Health Day Annual Maximums, 
by Plan Type, 2002*

Exhibit 9.12

Conventional HMO PPO POS All Plans

10 Days or Less 3% 8% 5% 6% 7%

11 to 20 Days 4 5 8 6 7

21 to 30 Days 11 39 37 38 36

31 or More Days 17 16 14 15 15

Unlimited 36 14 19 15 18

Don’t Know 29 18 16 20 17

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Plans.
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PLAN FUNDING AND THE USE OF PRE-EXISTING CONDITION CLAUSES

A s  i n t e r p r e t e d  b y  t h e  c o u r t s ,  t h e  E m p l o y e e  R e t i r e m e n t  I n c o m e  a n d  S e c u r i t y  A c t

( E R I S A )  o f  1 9 7 4  e x e m p t s  s e l f - i n s u r e d  p l a n s  f r o m  s t a t e  r e g u l a t i o n  i n c l u d i n g

r e s e r v e  r e q u i r e m e n t s ,  m a n d a t e d  b e n e f i t s ,  p r e m i u m  t a x e s ,  a n d  c o n s u m e r  p r o -

t e c t i o n  r e g u l a t i o n s .  S e l f - i n s u r a n c e  i s  c o m m o n  a m o n g  l a r g e  e m p l o y e r s  b u t  i s

l e s s  p r e v a l e n t  a n d  a  f a r  r i s k i e r  u n d e r t a k i n g  f o r  s m a l l e r  f i r m s ,  w h i c h  h a v e

f e w e r  e m p l o y e e s  o v e r  w h i c h  t o  s p r e a d  t h e  e x p e n s e  o f  c o s t l y  c l a i m s .  

S E L F  I N S U R A N C E

• In 2002, 49% of covered
employees are in plans that are
completely or partially self-
insured. The percentage of
covered workers in self-insured
plans has changed little since
1998 (Exhibit 10.1).

• The likelihood that a plan
self-insures is highly related
to the size of the firm. Fifteen
percent of covered workers in
small firms (3 to 199 workers)
are in self-insured plans,
compared to 46% of workers
in midsize firms (200 – 999
workers) and 70% of workers
in jumbo firms (5,000 or
more workers) (EXHIBIT 10.1). 

• Twenty-six percent of work-
ers in HMOs are enrolled in
self-funded plans, a far
smaller percentage than the
proportion of self-insured in
conventional or PPO plans
(66% and 62% respectively)
(EXHIBITS 10.3-10.6). 

P R E - E X I S T I N G  C O N D I T I O N S  

• Since the passage of the federal
Health Insurance Portability
Act (HIPPA) in 1996 – which
put limits on pre-existing 
condition exclusions in both
insured and self-insured plans
– the use of pre-existing condi-
tion clauses that limit coverage
at the time of employment has
declined considerably among
conventional, PPO, and POS
plans (Exhibit 10.8).

• Pre-existing condition clauses
for new employees are least
common in HMO plans,
applying to 12% of covered
workers in HMOs, and most
common in PPOs, applying to
43% of workers. 

• The percentage of new hires 
in PPOs facing pre-existing
condition exclusions dropped 
substantially after 1996 and
has remained relatively con-
stant since that time. In 2002,
43% of covered workers in
PPOs face pre-existing condi-
tion clauses at the time of
employment.

• Workers in the smallest firms
(3-9 workers) are far more 
likely to face pre-existing 
condition clauses than are
workers in the jumbo firms
(5,000 or more workers), 33%
versus 22% (EXHIBIT 10.9).

• Average exclusion periods for
individuals subject to pre-exist-
ing condition clauses remain
fairly long, at 10 months across
all plan types. However, HIPAA
provides portability of coverage
for many workers, meaning
that pre-existing condition
exclusions are often waived for
people moving from one plan
to another (Exhibit 10.11). 
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10

Percentage of Covered Workers in Partly or Completely Self-Insured Plans, by Firm Size,
1996-2002*

Exhibit 10.1

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Tests found no statistically different estimates from the previous year shown: 1998-2000, 2000-2001, 2001-2002.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 
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10

Percentage of Covered Workers in Partly or Completely Self-Insured Plans, by Plan Type, 
1988-2002

Exhibit 10.2
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1993, 1996.

* Estimate is statistically different from the previous year shown: 1996-2000, 2000-2001, 2001-2002.

^ Information was not obtained for HMO plans in 1988 and 1993, and POS plans in 1988.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 
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10

Percentage of Covered Workers in Partly or Completely Self-Insured Conventional Plans, 
by Firm Size, 1996-2002

Exhibit 10.3
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Percentage of Covered Workers in Partly or Completely Self-Insured HMO Plans, 
by Firm Size, 1996-2002

Exhibit 10.4
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 
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10

Percentage of Covered Workers in Partly or Completely Self-Insured POS Plans, 
by Firm Size, 1996-2002

Exhibit 10.6
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 

Percentage of Covered Workers in Partly or Completely Self-Insured PPO Plans, 
by Firm Size, 1996-2002

Exhibit 10.5
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 
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10

Percentage of Covered Workers Under Different Funding Arrangements, by Industry, 2002*

Exhibit 10.7

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Industries.

NSD: Not sufficient data.

Self-insured plans: where an employer assumes responsibility for health care 
claims rather than buying coverage from an insurer. 

Coverage Self-Insured
Underwritten by (Employer bears 

an Insurer all or any of
financial risk)

ALL PL ANS

Mining/Construction/Wholesale 57% 43%

Manufacturing 41 59

Transportation/Communication/Utility 38 62

Retail 46 54

Finance 64 36

Service 58 42

State/Local Government 52 48

Health Care 39 61

ALL INDUSTRIE S 51% 49%
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10

Percentage of Covered Workers in Firms With Pre-Existing Condition Clauses for New Employees, 
by Plan Type, 1996-2002

Exhibit 10.8
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2002

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000, 2001, 2002;
KPMG Survey of Employer-Sponsored Health Benefits: 1996, 1998.

* Estimate is statistically different from the previous year shown: 1996-1998, 1998-2000, 
2000-2001, 2001-2002.

^ Information was not obtained for HMO Plans in 1996 and 1998.

Pre-existing condition clauses: temporary exclusion from coverage for health conditions 
that existed prior to enrollment in the health plan.
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10

Percentage of Covered Workers in Firms With Pre-Existing Condition Clauses for New Employees, 
by Firm Size, 2002

Exhibit 10.9
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Percentage of Covered Workers in Firms With Pre-Existing Condition Clauses for New Employees, 
by Region, 2002

Exhibit 10.10
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms within a plan type.

Pre-existing condition clauses: temporary exclusion from coverage for 
health conditions that existed prior to enrollment in the health plan.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Regions within a plan type.

Pre-existing condition clauses: temporary exclusion from coverage for 
health conditions that existed prior to enrollment in the health plan.
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10

If Pre-Existing Condition Limitation Exists for New Employees, Average Number of Months to Wait
Before Coverage, 2002*

Exhibit 10.11

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different estimates from All Plans.
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RETIREE HEALTH BENEFITS

R e t i r e e  h e a l t h  b e n e f i t s  a r e  a  k e y  c o n s i d e r a t i o n  f o r  o l d e r  w o r k e r s  ( a g e  5 5 - 6 4 )

m a k i n g  t h e i r  d e c i s i o n s  a b o u t  r e t i r e m e n t .  F o r  t h e  p o p u l a t i o n  a g e s  6 5  a n d

o l d e r ,  r e t i r e e  h e a l t h  b e n e f i t s  s u p p l e m e n t  M e d i c a r e .  A s  t h e  l a r g e s t  s o u r c e  o f

p r e s c r i p t i o n  d r u g  c o v e r a g e  f o r  t h a t  p o p u l a t i o n ,  r e t i r e e  b e n e f i t s  a r e  k e y  t o

a f f o r d a b l e  a c c e s s  t o  n e e d e d  m e d i c i n e s .
8

F o r  e m p l o y e r s ,  r e t i r e e  b e n e f i t s  r e p r e s e n t  a  s i g n i f i c a n t  p r e s e n t  a n d  f u t u r e

c o s t  –  b o t h  a s  a  r e s u l t  o f  c h a n g e s  i n  a c c o u n t i n g  r u l e s  t h a t  r e q u i r e d  c o m p a -

n i e s  t o  a c c o u n t  f o r  t h e  f u t u r e  c o s t  o f  b e n e f i t s  o n  t h e i r  b a l a n c e  s h e e t s  –  a s

w e l l  a s  t h e  c o n t i n u i n g  p r e s s u r e  o f  c o v e r i n g  c o s t  a n d  u t i l i z a t i o n  i n c r e a s e s

f o r  r e t i r e e ’ s  p r e s c r i p t i o n  d r u g s  i n  t h e  a b s e n c e  o f  a  M e d i c a r e  d r u g  b e n e f i t .

F e w e r  e m p l o y e r s  a r e  o f f e r i n g  r e t i r e e  b e n e f i t s  t o d a y  t h a n  1 5  y e a r s  a g o .  

A s  t h e  C o n g r e s s i o n a l  d e b a t e  o v e r  a  p r e s c r i p t i o n  d r u g  p l a n  f o r  s e n i o r s  c o n t i n u e s ,

r e t i r e e  h e a l t h  b e n e f i t s  a r e  d e c l i n i n g .  A m o n g  t h e  c o m p a n i e s  t h a t  c o n t i n u e  t o  o f f e r

c o v e r a g e  t o  t h e i r  r e t i r e e s ,  m a n y  a r e  e m b r a c i n g  c o s t - c o n t a i n m e n t  s t r a t e g i e s  t h a t

w i l l  p a s s  a l o n g  h i g h e r  c o s t s  t o  r e t i r e e s .  

A V A I L A B I L I T Y  O F  

R E T I R E E  B E N E F I T S

• The percentage of firms offer-
ing retiree coverage has
declined substantially over
time, although there was no
significant change this past
year. Sixty-six percent of all
large firms (with 200 or more
workers) offered retiree cover-
age in 1988, compared with
34% in 2002 (Exhibit 11.1).

• The availability of retiree ben-
efits varies significantly by
firm size, industry and the
presence of union workers
(Exhibit 11.2).

• Retiree benefits are offered by
34% of large firms (200 or
more workers) compared to
just 5% of all small firms 
(3-199 workers).

• Firms in transportation,
communications, utilities,
and finance are more likely
than firms in other industries
to offer retiree benefits. Firms
in the retail industry or in
mining, construction or
wholesale are much less likely
than firms in other industries
to have retiree benefits
(EXHIBIT 11.2).

n o t e :

8 Twenty-eight percent of Medicare Beneficiaries receive prescription drug coverage from an employer, a far higher 
number than receive coverage through a Medicare HMO (15%), Medigap (7%) or Medicaid (10%). Laschober, et. al., 
Health Affairs, February 2002. 
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• More than two-hirds (69%)
of large state and local gov-
ernments (200 or more work-
ers) offer retiree benefits.

• Firms with union workers are
significantly more likely to
offer retiree health benefits
than firms without union
workers – 59% of large firms
with union employees offer
retiree benefits, compared to
24% of large firms that do 
not have union employees
(EXHIBIT 11.6).

• Virtually all large firms (200 or
more workers) that offer
retiree benefits offer them to
early retirees under the age of
65 (96%). A lower percentage
(72%) of large firms offering
retiree benefits offer them to
Medicare-age retirees (Exhibits

11.3, 11.4).

• Large firms in the Northeast
are much more likely to offer
benefits to Medicare-age
retirees (89%) than large
firms in other regions offering
retiree coverage (EXHIBIT 11.5).

• Among large firms (200 or
more workers) offering retiree
coverage, those in mining,
construction and wholesale
are much more likely to offer
coverage to Medicare-age
retirees than large firms in
other industries (EXHIBIT 11.5).

C O S T - S H I F T I N G  F O R

R E T I R E E S

• Many employers offering
retiree benefits have made
changes in the last two years
that shift additional costs onto
enrollees (Exhibit 11.7).

• Over one-third (37%) of large
firms (200 or more workers)
have increased the share of
the premium paid by retirees.
Sixty percent of jumbo firms
(5,000 or more employees)
have done so.

• Among large firms, 9% of
employers report having elimi-
nated retiree coverage for new
hires or employees who have
not yet retired (EXHIBIT 11.9).

• Seventeen percent of firms
have increased the amount
retirees pay for prescription
drugs. 

• Thirteen percent of firms say
they have introduced three-
tiered cost-sharing for drugs
for retirees, where enrollee
payments vary by the type of
prescription (e.g., generic,
preferred brand name, non-
preferred brand name).

• Many employers also say they
expect to make changes in
their retiree benefit plans 
in the next two years.
(Exhibits 11.8, 11.10-11.15).

• Thirty-one percent of firms
say it’s very or somewhat like-
ly that they will increase cost-
sharing for prescription drugs
for retirees, and 16% say it is
very or somewhat likely they
will introduce three-tiered
cost-sharing for drugs. Large
firms are more likely to project
these changes than smaller
firms.

• Thirty-seven percent of firms
say they are very or somewhat
likely to increase the share of
the premium paid by retirees.
Fifty percent of all large
firms (200 or more workers)
report that they will likely
increase the employee share
of premium.

• Only 2% of firms say they are
very or somewhat likely to
eliminate retiree coverage
entirely in the next two years,
yet 11% of large firms say it is
very or somewhat likely they
will eliminate retiree benefits
for new employees or for
existing workers who have
not yet retired. 
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Percentage of All Large Firms (200+ Workers) Offering Retiree Health Benefits^, 1988-2002*

Exhibit 11.1

0%

20%

40%

60%
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80%

66%

1988 2000

37%

1995

40%

1998

40%

1999

41%

2001

34%

1993

36%

1991

46%

2002

34%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002; 
KPMG Survey of Employer-Sponsored Health Benefits: 1988, 1991, 1993, 1995, 1998.

* Tests found no statistically different estimate from the previous year shown: 1998-1999, 1999-2000, 
2000-2001, 2001-2002.

^ Of firms that offer health benefits to active workers.
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.

^ Of firms that offer health benefits to active workers.

Percentage of Employers Offering Retiree Health Benefits^, by Firm Size, Region, 
and Industry, 2002

Exhibit 11.2

All Small Firms All Large Firms 
(3-199 Workers) (200+ Workers)

FIRM SIZE

Small (3-9 Workers) 4% -

Small (10-24 Workers) 1 -

Small (25-49 Workers) 5 -

Small (50-199 Workers) 16* -

ALL SMALL FIRMS (3-199 W ORKERS) 5 -

Midsize (200-999 Workers) - 30%

Large (1,000-4,999 Workers) - 48*

Jumbo (5,000+ Workers) - 50*

REGION

Northeast 2% 35%

Midwest 3 26

South 7 34

West 5 41

INDUSTRY

Mining/Construction/Wholesale 1%* 15%*

Manufacturing 2 24

Transportation/Communication/Utility 14 69*

Retail 2 9*

Finance 17 59*

Service 4 40

State/Local Government 28* 69*

Health Care 3 33

ALL FIRM SIZE S,  REGIONS,  5% 34%

AND INDUSTRIE S



section
 eleven

R
etiree H

ealth
 B

en
efits

Employer Health Benefits   2002 Annual Survey

146

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

1 1

Percentage of Large Employers Offering Health Benefits to Early Retirees^, Among Large Firms
Offering Retiree Coverage, by Firm Size, 1999-2002

Exhibit 11.3

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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MIDSIZE FIRMS

(200–999 Workers)

1999

2002

2001

2000

1999

2002

2001

2000

1999

2002

2001

2000

LARGE FIRMS

(1,000–4,999 Workers)

JUMBO FIRMS

(5,000+ Workers)

ALL LARGE FIRMS

(200+ Workers)

91%

98%

91%

97%

96%

95%

97%

96%

98%

99%

92%*

99%*

96%

99%

95%

98%*

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002.

* Estimate is statistically different from the previous year shown: 1999-2000, 2000-2001, 2001-2002.

^ Early retiree: workers retiring before age 65.
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Percentage of Large Employers Offering Health Benefits to Medicare-Age Retirees, Among Large
Firms Offering Retiree Coverage, by Firm Size, 1999-2002

Exhibit 11.4

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

63%

78%

76%

85%

79%*

93%

67%

63%

68%

83%

78%

72%

77%

81%

67%

80%

1999

2002

2001

2000

MIDSIZE FIRMS

(200–999 Workers)

1999

2002

2001

2000

1999

2002

2001

2000

1999

2002

2001

2000

LARGE FIRMS

(1,000–4,999 Workers)

JUMBO FIRMS

(5,000+ Workers)

ALL LARGE FIRMS

(200+ Workers)

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 1999, 2000, 2001, 2002.

* Estimate is statistically different from the previous year shown: 1999-2000, 2000-2001, 2001-2002.
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.

^ Early retiree: workers retiring before age 65.

NSD: Not sufficient data.

Percentage of Large Employers Offering Retiree Benefits to Early^ and Medicare-Age
Retirees, Among Large Firms Offering Retiree Coverage, by Firm Size, Region, 
and Industry, 2002

Exhibit 11.5

Percentage of Employers Percentage of Employers
Offering Retiree Health Offering Retiree Health

Benefits to Early^ Benefits to Medicare-Age 
Retirees Retirees

FIRM SIZE

Midsize (200-999 Workers) 98% 68%

Large (1,000-4,999 Workers) 91 83

Jumbo (5,000+ Workers) 97 78

REGION

Northeast 92% 89%*

Midwest 99* 58

South 96 65

West 99* 75

INDUSTRY

Mining/Construction/Wholesale 94% 95%*

Manufacturing 100* 73

Transportation/Communication/Utility 97 79

Retail NSD NSD

Finance 99 67

Service 95 71

State/Local Government 97 76

Health Care 92 56

ALL FIRM SIZE S,  REGIONS,  96% 72%

AND INDUSTRIE S
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Percentage of All Large Firms (200+ Workers) in Which Retirees Are Offered Health Insurance, 
by Whether or Not the Firm Has Union Workers, 2002

Exhibit 11.6

0%

20%

40%

60%

80%

100%

59%*

FIRM HAS

UNION WORKERS

FIRM DOES NOT HAVE

UNION WORKERS

24%*

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Large Firms.
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In Firms Offering Retiree Health Benefits, Percentage Reporting the Following Changes in the
Past Two Years, by Firm Size, 2002

Exhibit 11.7

Increased the Retiree Increased the Amount Introduced Three-Tiered
Share of Premium Retirees Pay for Cost-Sharing for Drugs

Prescription Drugs

FIRM SIZE

ALL SMALL FIRMS (3-199 W ORKERS) 29% 15% 9%

Midsize (200-999 Workers) 33 21 27*

Large (1,000-4,999 Workers) 55* 40* 37*

Jumbo (5,000+ Workers) 60* 37 37*

ALL LARGE FIRMS (200+ WORKERS) 40 26 30*

ALL FIRM SIZE S 31% 17% 13%

In Firms Offering Retiree Health Benefits, Percentage Reporting They Are Very or
Somewhat Likely to Make the Following Changes in the Next Two Years, by Firm Size, 2002*

Exhibit 11.8

Increased the Increased the Amount Introduced Three-Tiered
Retiree Share Retirees Pay for Cost-Sharing for Drugs
of Premium Prescription Drugs

FIRM SIZE

All Small Firms (3-199 Workers) 35% 30% 17%

All Large Firms (200+ Workers) 50 37 11

ALL FIRM SIZE S 37% 31% 16%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different estimates from All Firms.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.
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In Firms Offering Retiree Health Benefits, the Likelihood the Firm Will Make the Following Changes
in the Next Two Years to Retiree Health Coverage: Eliminate Retiree Health Benefits for New
Employees or for Existing Employees Who Have Not Yet Retired, by Firm Size, 2002*

Exhibit 11.10

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Firms.

Very Somewhat Somewhat Very Already Don’t
Likely Likely Unlikely Unlikely Done So Know

FIRM SIZE

All Small Firms (3-199 Workers) 3% 12% 6% 69% 0% 9%

All Large Firms (200+ Workers) 3 8 13 70 4 3

ALL FIRM SIZE S 3% 11% 7% 69% 1% 8%

In Firms Offering Retiree Health Benefits, the Percentage Reporting They Have Made the
Following Changes in the Past Two Years: Eliminated Retiree Health Benefits for New Employees
or for Existing Employees Who Have Not Yet Retired, by Firm Size, 2002

Exhibit 11.9

Already Don’t
Yes No Done So Know

FIRM SIZE

All Small Firms (3-199 Workers) 0% 83% 0% 16%

All Large Firms (200+ Workers)* 9 91 1 0

ALL FIRM SIZE S 2% 84% 0% 14%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.
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In Firms Offering Retiree Health Benefits, the Likelihood the Firm Will Make the Following
Changes in the Next Two Years to Retiree Health Coverage: Increase Share of Contributions for
Premiums Required of Retirees, by Firm Size, 2002

Exhibit 11.12

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.

Very Somewhat Somewhat Very Already Don’t
Likely Likely Unlikely Unlikely Done So Know

FIRM SIZE

ALL SMALL FIRMS (3-199 W ORKERS) 14% 21% 1% 55% 1% 8%

Midsize (200-999 Workers) 19 27 11 39 2 2

Large (1,000-4,999 Workers)* 31 28 6 27 6 1

Jumbo (5,000+ Workers)* 36 24 10 21 8 2

ALL L ARGE FIRMS (200+ WORKERS) 23 27 10 35 4 2

ALL FIRM SIZE S 15% 22% 2% 52% 1% 7%

In Firms Offering Retiree Health Benefits, the Likelihood the Firm Will Make the Following
Changes in the Next Two Years to Retiree Health Coverage: Eliminate Retiree Health Benefits
Entirely, by Firm Size, 2002*

Exhibit 11.11

Very Somewhat Somewhat Very Already Don’t
Likely Likely Unlikely Unlikely Done So Know

FIRM SIZE

All Small Firms (3-199 Workers) 1% 1% 12% 78% 0% 9%

All Large Firms (200+ Workers) 0 4 9 83 1 2

ALL FIRM SIZE S 1% 1% 12% 79% 0% 8%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distribution from All Firms.
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s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions from All Firms.

In Firms Offering Retiree Health Benefits, the Likelihood the Firm Will Make the Following
Changes in the Next Two Years to Retiree Health Coverage: Introduce a Three-Tier Cost-Sharing
Formula for Prescription Drugs, by Firm Size, 2002

In Firms Offering Retiree Health Benefits, the Likelihood the Firm Will Make the Following
Changes in the Next Two Years to Retiree Health Coverage: Increase Retirees’ Cost-Sharing
Requirements When Purchasing Prescription Drugs, by Firm Size, 2002*

Very Somewhat Somewhat Very Already Don’t
Likely Likely Unlikely Unlikely Done So Know

FIRM SIZE

ALL SMALL FIRMS (3-199 W ORKERS) 3% 14% 6% 54% 12% 11%

Midsize (200-999 Workers)* 1 6 21 29 39 5

Large (1,000-4,999 Workers)* 6 14 13 24 40 4

Jumbo (5,000+ Workers)* 7 11 9 20 53 1

ALL L ARGE FIRMS (200+ WORKERS)* 3 8 18 27 40 4

ALL FIRM SIZE S 3% 13% 8% 50% 16% 10%

Very Somewhat Somewhat Very Already Don’t
Likely Likely Unlikely Unlikely Done So Know

FIRM SIZE

All Small Firms (3-199 Workers) 11% 19% 6% 46% 3% 15%

All Large Firms (200+ Workers) 9 28 14 42 3 3

ALL FIRM SIZE S 11% 20% 7% 45% 3% 13%

Exhibit 11.13

Exhibit 11.14





35

82578
14

155

Employer Health Benefits

2002 Annual  Survey

s e c t i o n

E m p l o y e r

A t t i t u d e s  a n d

O p i n i o n s

12



section
 tw

elve 

Employer Health Benefits 2 0 0 2 A n n ua l S u rve y

156

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

E
m

ployer A
ttitu

des an
d O

pinion
s

12

E m p l o y e r s  p l a y  a  s i g n i f i c a n t  r o l e  i n  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  A m e r i c a n s –

p r o v i d i n g  h e a l t h  b e n e f i t s  t o  a l m o s t  t w o - t h i r d s  o f  t h e  n o n - e l d e r l y  i n  2 0 0 0 –

s o  t h e i r  a t t i t u d e s ,  k n o w l e d g e ,  a n d  e x p e r i e n c e s  a r e  i m p o r t a n t  f a c t o r s  i n

h e a l t h  p o l i c y  d i s c u s s i o n s .
9

T h i s  y e a r ’ s  s u r v e y  a s k e d  e m p l o y e r s  a  n u m b e r  o f  q u e s t i o n s  a b o u t  t h e i r  r e s p o n s e s

t o  r i s i n g  h e a l t h  i n s u r a n c e  p r e m i u m s ,  i n c l u d i n g  c o s t - s h a r i n g  d e c i s i o n s  a n d

c o n c e r n s  a b o u t  f u t u r e  c o s t s .  G e n e r a l l y ,  c o m p a n i e s  c o n f i r m e d  w h a t  t h e y  t o l d

u s  l a s t  y e a r  –  m a n y  i n c r e a s e d  e m p l o y e e  c o s t s  t h i s  y e a r  a n d  a  f e w  i n t r o d u c e d

‘ t i e r e d ’ b e n e f i t s  i n  o r d e r  t o  p r o m o t e  c o s t - c o n s c i o u s n e s s  a m o n g  w o r k e r s .  M a n y

f i r m s  a r e  c o n c e r n e d  t h a t  g r e a t e r  c o s t  s h i f t i n g  m a y  b e  r e q u i r e d  n e x t  y e a r .

• The majority of firms cite
health insurance as the
employee benefit of greatest
concern to the company10

(Exhibit 12.1). 

• Over half of all firms (53%)
and two-thirds (65%) of all
large firms (those with 200 or
more workers) say health
insurance poses the greatest
concern among their em-
ployee benefits, a far higher
percentage than those that
cite salaries (33% of all
firms) or worker’s compensa-
tion (9% of all firms).

• Pensions, sick leave, and
disability are cited as the
benefit of greatest concern in
less than 5% of firms. 

• The percentage of large firms
(200 or more workers) that
raised employee costs for cov-
erage in 2002 was even higher
than the percentage that told
us last year that they were
likely to do so (Exhibit 12.2). 

• In 2001, 44% of large firms
(200 or more workers) reported
they were very likely to
increase employee costs for
coverage in the following
year. In fact, 56% of these
large firms increased employ-
ee costs this year, represent-
ing 52% of covered workers.

n o t e :

9 Firms tend to be positive about their current and future economic performance. While employers are cautious about their expectations 
for the economy in the next year, they are generally positive about the future of their own company. Ten percent of employers said 
they were optimistic about the economy, compared to 63% who said they were ‘somewhat optimistic’, and 20% who were ‘somewhat 
pessimistic’. Ninety percent of all firms said they were ‘very’ or ‘somewhat optimistic’ about expectations for their company over the 
next year. 

10 In order to determine whether an individual is the appropriate person to respond to the survey, researchers at NRI ask to speak with 
the “individual who is most knowledgeable about the heath benefits programs that [your] company may offer?” As a result, it is 
possible that respondents to the Kaiser/HRET survey may be more familiar with health benefits than pensions or salaries, though it 
is certainly the case that most human resources functions (e.g., salary, pension, workers compensation) are often administered by the
same person, particularly in small firms. 

EMPLOYER ATTITUDES AND OPINIONS



section
 tw

elve 
Employer Health Benefits 2 0 0 2 A n n ua l S u rve y

157

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

E
m

ployer A
ttitu

des an
d O

pinion
s

1 2

• To get a sense of the way
firms deal with rising health
care premiums, we asked
firms offering health cover-
age a series of questions
about how they tried to con-
trol costs this past year, as
well as how they might do so
in the future. In many cases,
employers report increasing
employee costs in 2002, and
many indicate that they may
raise employee costs further
next year (Exhibit 12.4). 

• Twenty-nine percent of all
firms and 56% of large firms
(200 or more workers) in-
creased the amount that
workers pay for health insur-
ance in 2002. The 29% of all
firms that in-creased what
workers pay represent 64% of
covered workers.

• When asked about the likeli-
hood they will raise employee
costs next year, 43% of all
firms and 78% of large firms
(200 or more workers) say
they are very or somewhat
likely to increase the amount
that employees must pay for
coverage in 2003.

• Twenty-eight percent of firms
report that they in-creased the
amount that employees pay
for prescription drugs this
year. Thirty-four percent of
firms say they are very or some-
what likely to raise employee
costs for prescription drugs
next year.

• Around 20% of all firms, and
nearly one-third of large
firms (200 or more workers)
report that they increased
employee deductibles or office
visit copayments in 2002.
Looking to next year, about
32% of all firms and 42% of
large firms (200 or more
workers) report that they are
very or somewhat likely to
increase deductibles. Twenty-
eight percent of all firms
report that they are likely to
increase office visit copays or
coinsurance.

• Sixteen percent of firms
report they are very or some-
what likely to restrict
employees’ scope of benefits,
but few firms say they are
very or somewhat likely to
restrict employee eligibility
for coverage or drop coverage
entirely. Six percent of firms
suggest they might drop cov-
erage in the future.

• Employees are at great risk of
higher costs or reduced benefits
in 2003 if firms face very large
premium increases next year
or if the economic downturn
continues (Exhibits 12.5, 12.6). 

• If the economic downturn
continues, 57% of all firms
and 83% of large firms (200
or more workers) report that
they would be very or some-
what likely to increase the
amount that employees pay
for coverage. Thirty-four per-
cent of all firms would be
very or somewhat likely to
reduce benefits under these
circumstances, while smaller
percentages of firms report
that they would be very or
somewhat likely to drop 
coverage (8%) or reduce 
eligibility (19%).

• If faced with a 20% premium
increase, about 59% of all
firms and 86% of large firms
(200 or more workers), report
that they would be very or
somewhat likely to increase
the amount that employees
pay for coverage (EXHIBIT 12.6).

• Fifty-five percent of firms
report that they would be very
or somewhat likely to reduce
the employee’s scope of bene-
fits if faced with a 20% pre-
mium increase next year.

• A noteworthy portion of firms
say that they would be very or
somewhat likely to restrict eli-
gibility (18%) or drop coverage
(10%) if faced with a 20% cost
increase next year.

• Employers are very concerned
about their ability to afford
rapidly rising premiums
(Exhibit 12.7).

• After three consecutive years
of sharp increases in the cost
of coverage, 61% of firms
report they are very or some-
what worried that the cost of
health insurance will out-
strip their ability to afford
health insurance for their
employees.

• The variety of new cost-shar-
ing techniques in the health
care marketplace suggests an
increased level of complexity
for consumers (Exhibit 12.8).

• Two-thirds of employers (67%)
say they perceive that employ-
ees find health benefits deci-
sion-making much or a little
more confusing compared to a
few years ago. Among small
firms (3-199 workers) more
than one-third (35%) say
health benefits decisions are
much more confusing for
employees than in the past.
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12

40%

0%

20%

50%

60%

70%

10%

30%

SICK LEAVE DISABILITYPENSIONSWORKERS’
COMPENSATION

SALARIESHEALTH
INSURANCE

53%53%

65%*

33%33%

20%*

9%9% 10%

1%1% 2% 3%4%
1% <1%<1% 1%

Percentage of Firms That Report the Following Benefits Cause the Greatest Cost Concern for
Their Company, 2002

Exhibit 12.1

ALL SMALL FIRMS
(3–199 WORKERS)

ALL LARGE FIRMS
(200+ WORKERS)

ALL FIRMS

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Estimate is statistically different from All Firms.
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1 2

Percentage of Firms in 20011 That Reported They Were Very Likely to Increase Employee Cost for
Coverage Compared to Those That Report They Increased Employee Costs in 2002, by Firm Size

Exhibit 12.2

0% 10% 20% 30% 40% 50% 60% 70% 80%

ALL SMALL FIRMS
(3–199 Workers)

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

*

29%

24%

56%

44%

29%

25%

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2001, 2002.

NOTE: 1 In 2001, 19% of all firms reported that they were ‘somewhat likely’ to increase the employee’s share of cost 
in the next year. Eighteen percent of all small firms said they were ‘somewhat likely’ to increase employee 
costs compared to 31% of large firms.

INCREASED COSTS, 2002

PROJECTED COST INCREASES, 2001

* Estimates are statistically different within firm size.
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Percentage of Firms That Report They Have Made the Following Changes to Any of Their
Health Plans in the Last Year, 2002

Exhibit 12.3

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

INCREASED THE AMOUNT
 EMPLOYEES PAY FOR OFFICE VISIT

 COPAYS OR COINSURANCE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

ALL SMALL FIRMS
(3–199 Workers)

INCREASED THE AMOUNT
EMPLOYEES PAY FOR

DEDUCTIBLES

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

INCREASED THE AMOUNT
EMPLOYEES PAY FOR

PRESCRIPTION DRUGS

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

RESTRICTED EMPLOYEE
ELIGIBILITY FOR

COVERAGE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

INCREASED THE AMOUNT
EMPLOYEES PAY FOR
HEALTH INSURANCE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

1%70%29%

2%42%56%

1%69%29%

3%70%28%

2%50%48%

3%69%28%

1%77%22%

2%66%32%

1%77%22%

2%79%19%

2%65%34%

2%79%20%

1%97%2%

2%97%1%

1%97%2%

YES

NO

DON'T KNOW
s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.
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1 2

Percentage of Firms That Report They Are Likely to Make the Following Changes in the Next Year,
by Firm Size, 2002

Exhibit 12.4

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

INCREASE THE AMOUNT EMPLOYEES
PAY FOR HEALTH INSURANCE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

RESTRICT EMPLOYEE
ELIGIBILITY FOR COVERAGE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

INCREASE THE AMOUNT EMPLOYEES
PAY FOR PRESCRIPTION DRUGS

ALL SMALL FIRMS
(3–199 Workers)

*ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

ALL SMALL FIRMS
(3–199 Workers)

INCREASE THE AMOUNT EMPLOYEES
 PAY FOR OFFICE VISIT COPAYS 

OR COINSURANCE

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

*

*

INCREASE THE AMOUNT EMPLOYEES
PAY FOR DEDUCTIBLES

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

DROP COVERAGE
ENTIRELY

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

16% 26% 26% 30% 2%

35% 43% 11% 7% 4%

17% 26% 26% 29% 2%

6% 28% 30% 33% 4%

12% 39% 29% 17% 3%

6% 28% 30% 32% 4%

4% 28% 27% 39% 2%

6% 36% 33% 22% 3%

4% 28% 27% 39% 2%

5% 23% 33% 35% 4%

8% 38% 32% 19% 4%

5% 23% 33% 35% 4%

3% 7% 31% 59% <1%

1% 10% 24% 62% 3%

3% 7% 31% 59% <1%

<1%

5%

4%

1%

11% 84% <1%

<1% 4% 92% 2%

<1% 11% 84% <1%

VERY LIKELY

SOMEWHAT LIKELY

NOT AT ALL LIKELY

DON’T KNOW

NOT TOO LIKELY

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.



section
 tw

elve 
E

m
ployer A

ttitu
des an

d O
pinion

s

Employer Health Benefits   2002 Annual Survey

162

T H E  K A I S E R  F A M I LY  F O U N D AT I O N  - A N D - H E A LT H  R E S E A R C H  A N D  E D U C AT I O N A L T R U S T

12

Percentage of Firms That Report They Are Likely to Make the Following Changes in the Next Year
if the Economic Downturn Continues, by Firm Size, 2002

Exhibit 12.5

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ALL SMALL FIRMS
(3–199 Workers)

REDUCE THE SCOPE
OF BENEFITS

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

INCREASE THE AMOUNT
EMPLOYEES PAY FOR
HEALTH INSURANCE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

RESTRICT EMPLOYEE
 ELIGIBILITY FOR

COVERAGE

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

1%26%17%41%15%

2%6%9%51%32%

1%26%17%41%16%

2%32%32%26%8%

2%25%42%25%6%

2%32%32%26%8%

<1%61%19%15%4%

2%66%17%13%3%

<1%61%19%15%4%

DROP COVERAGE
ENTIRELY

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

<1%76%15%5%3%

2%89%8%1%

<1%76%15%5%3%

<1%

VERY LIKELY

SOMEWHAT LIKELY

NOT AT ALL LIKELY

DON’T KNOW

NOT TOO LIKELY

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.
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1 2

Likelihood of Employers Making the Following Changes to Employee Health Benefits if the
Cost of Providing Health Insurance Goes Up by Twenty Percent, 2002

Exhibit 12.6

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*

THE COMPANY WOULD
ABSORB THE COST

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

DROP COVERAGE
ENTIRELY

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

*

*

INCREASE THE AMOUNT
EMPLOYEES PAY 

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

23%32%27% 18%

5% 3%32%54% 6%

22% <1%32%27% 18%

24% <1%29%23% 25%

25% 3%30%8% 34%

24% <1%29%22% 25%

REDUCE THE SCOPE
OF BENEFITS

ALL SMALL FIRMS
(3–199 Workers)

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

20% 4%38%17% 21%

16% 1%41%16% 25%

20% 3%38%17% 21%

71% <1%8%2% 19%

85% 2%

<1%

1% 11%

71% <1%8%2% 19%

ALL SMALL FIRMS
(3–199 Workers)

RESTRICT EMPLOYEE
ELIGIBILITY

ALL LARGE FIRMS
(200+ Workers)

ALL FIRMS

53% <1%14%4% 28%

52% 3%14%4% 28%

53% 1%14%4% 28%

VERY LIKELY

SOMEWHAT LIKELY

NOT AT ALL LIKELY

DON’T KNOW

NOT TOO LIKELY

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.
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Percentage of Firms Worried That the Amount a Firm Pays for Health Insurance Will Increase
Faster Than a Firm Can Afford, by Firm Size, 2002*

Exhibit 12.7

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ALL FIRMS

ALL LARGE FIRMS
(200+ Workers)

ALL SMALL FIRMS
(3–199 Workers)

27%20% 41% 12%

23%17% 52% 6% 2%

27%21% 40% 12% <1%

<1%

VERY WORRIED

SOMEWHAT WORRIED

NOT TOO WORRIED

NOT AT ALL WORRIED

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Tests found no statistically different distributions by Firm Size.
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Firms’ Perceptions of Whether Employees Find Health Benefit Decisions Confusing Compared
to a Few Years Ago, 2002

Exhibit 12.8

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

ALL SMALL FIRMS
(3–199 Workers)

ALL FIRMS

ALL LARGE FIRMS  
(200+ Workers)*

35% 31% 19% 12% 2%

20% 42% 29% 8% 1%

35% 32% 20% 12% 2%

MUCH MORE CONFUSING

A LITTLE MORE CONFUSING

A LITTLE LESS CONFUSING

MUCH LESS CONFUSING

DON’T KNOW

s o u r c e :

Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2002.

* Distribution is statistically different from All Firms.
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Benefits 
Acupuncture  104, 108, 109
Adult physicals 104, 108, 109
Annual ob/gyn visit 108, 109
Chiropractic 104, 108, 109
Inpatient mental health 105, 108, 109, 130
Oral contraceptives 104, 108, 109
Outpatient mental health 108, 109, 118, 130
Prenatal care 104, 108, 109
Prescription drugs 104, 108, 109, 119, 142,

143, 150, 153, 157 
Well-baby care 104, 108, 109

Brand name drugs 118, 120-123
Carve outs 118, 119, 126, 127, 128,

129
COBRA 43
Coinsurance 92, 99, 100, 101, 118,

123, 157, 160, 161
Contribution policies 54, 63, 64
Contributions

Employee/worker 74, 76-84
Employer covers 100%  85, 86

of premium
Employer/company 80-83, 87, 88

Conventional plans 13, 25, 27, 28, 60, 61,
68, 78, 83-88, 93, 94,
95, 99, 104, 105, 109,
111, 113, 119, 135

Copayments (copays) 92, 97, 98, 100, 101,
122, 157

Cost concerns 158, 164
Coverage 42-51
Deductibles 91-95, 157, 160, 161
Defined contribution 33, 38, 39
Disease-specific limits 105, 115
Drop coverage 157, 161, 162, 163
Eligibility 42, 43, 46, 157

Restrictions 157, 161, 162, 163
Enrollment 68-71
Formulary 118, 124, 125
Funding arrangements

Fully insured 12, 19, 20, 137
Self-insured 12, 19, 132-137

Generic drugs 118-123, 143

Health plan changes 156, 157, 159, 160
Future 156, 157, 161
If costs increase 157, 163
If downturn continues 157, 162

HMO plans 25, 27, 28, 54, 55, 56,
60, 61, 65, 68, 71, 78,
79, 83-88, 96, 98, 109,
121, 123, 124, 132, 135

Hospital 55, 92, 96, 105
Low wage 36, 82
Maximum lifetime benefit 104, 112, 113

payable
Maximum out-of-pocket 104, 110, 111

liability
Medical savings account 33, 39

(MSA)
Mental health benefits 104, 108, 109, 118, 119,

128, 129, 130 
Non-preferred drugs 118, 120-123, 143
Non-preferred provider 92, 94, 95, 100, 101
Offer rate 32-37
Part-time workers 32, 36, 42, 43, 49 
Physician(s) 55, 65, 68, 92, 96, 97,

98
Plan choice 54, 58, 59, 60
POS plans 25, 26, 27, 28, 54, 55,

56, 60, 62, 65, 68, 78,
79, 83, 88, 92-96, 101,
104, 105, 109, 118, 123,
124, 132, 136

PPO plans 25, 27, 28, 56, 60, 62,
68, 78, 83-88, 92-96,
100, 104, 105, 110, 112,
113, 118, 123, 124, 132, 136

Pre-existing condition clauses 132, 138, 139, 140
Preferred drugs 118, 120-123
Preferred provider 92, 94, 95, 100, 101
Premiums

Family 23-29
Increases 15, 17, 19, 20, 21, 22
Single 23-29

Prescription drugs 104, 108, 109, 118-127,
142, 143, 150, 153, 157,
160, 161

S U B J E C T I N D E X
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Reduce benefits 107, 157
Retiree coverage 142-149

Benefit changes 
Future 150-153
Past 150, 151

Early retirees 143, 146, 148
Medicare-age retirees 142, 143, 147, 148

Take-up rates 42, 46
Temporary workers 43, 49, 50

Tiered cost-sharing 
arrangements

Hospitals 92, 96
Prescription drugs 118, 120, 121, 142, 143
Providers 92, 96

Turnover (attrition) 36
Underwriting cycle 12
Union workers 32, 36, 75, 142, 149
Utilization review 55, 65, 105, 114 
Waiting periods 51, 140


